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“DITTO’S PRODUCTION CONTROL 
SYSTEM SPEEDS, SIMPLIFIES EVERY 
OPERATION: SAVES THOUSANDS 
YEARLY IN FACTORY COSTS”. 


(Buda Company, Harvey, Illinois) 


CONTROL-— is one of the most significant 
words in business. Control assures 
accuracy, increased production, reduced 
costs. Ditto One-Writing Business Sys- 
tems are providing error-proof control 
in thousands of business organizations. 


Write for our report No. 4304 which 
tells how the Buda Company of Harvey, 
Illinois uses a Ditto One-Writing Parts 
Order System to control every phase of 
production. You'll get an entirely new 
conception of the importance of Copies 
in Business. 


DITTO, INC. 2209 W. Harrison St., Chicago 12, Ill. 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


REGIONAL CONFERENCES 


April 14, 15—Eastern 
New York, Waldorf-Astoria Hotel 
April 28, 29, 30—Mid-Western 
Detroit, Book-Cadillac Hotel 
June 8, 9—Pacific Coast 
San Francisco, St. Frances Hotel 


Meeting Dates of Controls 


April 

April 2—Chattanooga, Twin Cities 

April 3—Bridgeport, Western Michi- 
gan 

April 4—Birmingham, Philadelphia, 
Quad-Cities 

April 8—Kansas City 

April 9—Boston, Buffalo, Cincinnati, 
Cleveland, Milwaukee 

April 10—Baltimore, Hartford, St. Louis 

April 11—New York City, Toledo 

April 12—Dayton 

April 16—New Orleans, Springfield, 
Syracuse 

April 18—Los Angeles, San Francisco 

April 19—Portland 

April 22—Pittsburgh 

April 23—Atlanta, Chicago, Dallas, 
District of Columbia, Houston 
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Note: Because of the Midwestern Spring 

Conference, the Detroit Control cancelled 

its April 24 meeting. 
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Introducing This Month’s Authors 








Mr. L. E. Fonteine (‘‘Federal Income Tax 
Carry-Overs and Carry-Backs,” page 208), is 
truly and completely of Wisconsin. Born at 
Cedar Grove, he 
attended Carroll 
College, in Wau- 
kesha, and later 
the University of 
Wisconsin, at Mad- 
ison, receiving his 
Bachelor of Arts 
degree from the 
School 
merce at that uni- 
versity. Following 
early experience 
of some eleven 
years in the Wis- 
consin Department 
of Taxation, dur- 
ing which period 
he received, in 
1928, his certificate as a certified public ac- 
countant in Wisconsin, Mr. Fonteine in 1935 
entered his own business as a tax consultant 
and public accountant. He is now senior mem- 
ber of Fonteine, McCurdy and Company, cer- 
tified public accountants, of Milwaukee. 

An active member of the Wisconsin So- 
ciety of Certified Public Accountants and the 
American Institute of Accountants, Mr. Fon- 
teine speaks frequently at meetings on tax and 
accounting subjects, and for many years has 
given an annual lecture on municipal account- 
ing for candidates for certificates of certified 
public accountants. He has also participated 
in the drafting of some income tax legislation, 
both federal and state. 

The true Wisconsin touch is evident in 
Mr. Fonteine’s interests in fishing and garden- 
ing. And it is entirely understandable that 
among his hobbies he includes the taking and 
showing of home movies, for what fisherman 
or gardener needs to be reminded that, at 
times, a particularly proud specimen, hauled 
from the blue waters of a nearby lake or 
brought forth from the soil, will warrant im- 
mediate filming so that it may ever thereafter 
be ‘‘on the record’’! 





MR. FONTEINE 


After graduating from Friends University 
at Wichita, Kansas, Mr. Hibbs (“Job Evalua- 
tion,” page 205) spent two years in manufac- 
turing in Wichita. 

He then was with © 

General Motors 
Corporation for 15 
years, after which 
he went with the 
North Star Woolen 
Mill Company as 
Personnel Man- 
ager, and later 
was made Direc- 
tor of Industrial 
and Public Rela- 
tions for that com- 
pany and the Lima 
Woolen Mills 
Company. On 
June 1, 1945, was 
made Vice-Presi- 
dent in charge of Industrial Engineering and 
Industrial Relations Division. 

On March 1st of this year Mr. Hibbs opened 
a new firm, in Minneapolis, which will bear 
his name, Ray E. Hibbs and Associates, Man- 
agement Consultants. : ‘ 

He is the author of numerous articles and 
books on personnel subjects which are. re- 
garded as authoritative. His pamphlet, “Ab- 





MR. HIBBS 


of Com- - 


senteeism—Let’s Solve It the Right Way,” has 
met with wide industrial acclaim having oeen 
made required reading for supervisory forces 
in some of the largest industries in the United 
States. Further evidence of the acceptance of 
this pamphlet is its widespread use in govern- 
mental agencies such as the Smaller War 
Plants Corporation, W. P. B., W. M. C., and 
Civil Service. Copies of “Absenteeism” have 
been requested by over 100 universities, and 
it is now used as part of college courses in 
psychology, and industrial relations in 36 uni- 
versities and colleges. 

Mr. Hibbs’ booklet, ‘Labor Turnover,” 
which was written at the request of the 
W. M. C., also aroused much interest na- 


tionally, and has enjoyed wide distribution - 


throughout industry. Perhaps the outstanding 
works for which Mr. Hibbs has gained most 
recognition, however, have been his manual, 
‘Job Valuation” by the ‘Precision Method and 
an accompanying booklet entitled “Job Analy- 
sis.” These booklets have been requested by 
every state in the union, and international re- 
quests have included Australia, Argentina, 
Brazil, England, Territory of Hawaii, Canada, 
Mexico, and Russia. 


Dr. Neil H. Jacoby (“Price Inflation: The 
Economic Problem of the Day,’ page 192) 
is recognized as an authority on business and 
government finance 
and taxation. Born 
in Dundwin, Sas- 
katchewan (Can- 
ada) he was 
graduated from the 
University of 
Saskatchewan, in 
1930. He then 
came to the Uni- 
versity of Chicago 
as a gtaduate stu- 
dent in economics. 

When the State 
4 of Illinois adopted 

the retail sales 
DR. JACOBY os in 19,’ be 
was appointed su- 

: pervisor of the 
legal and research division of the State De- 
partment of finance, in charge of all rules and 
regulations. After four years in this position, 
he resigned in 1936 to manage the research 
department of Lawrence Stern and Company, 
Chicago investment bankers. Meanwhile he had 
acted as Chairman of the Saskatchewan Taxa- 
tion Commission, which investigated the finan- 
cial condition of the Province of Saskatchewan. 

In 1938 Dr. Jacoby returned to the Univer- 
sity of Chicago to complete his work for a 
Ph.D. degree with a dissertation on “The 
Economics of Retail Sales Taxation.’’ Imme- 
diately after receiving his doctorate, he was 
appointed assistant professor, and on January 
1, 1942 became professor of finance in the 
School of Business and Secretary of the Uni- 
versity. 

Since his return to the University, he has 
directed various studies of fiscal problems in- 
volving state and local governments, and has 
served as an economic consultant to the gov- 
ernor of Illinois and the United States Treasury 
Department. He was appointed to the IIli- 
nois Emergency Relief Commission in 1938, 
and in 1940 served as Chairman. He has been 
a research associate of the National Bureau 
of Economic Research. 

Dr. Jacoby is the author of “Retail Sales 
Taxation,” published in 1938; co-author of 
“Intergovernmental Fiscal Relations in Illinois,” 


Moffett 





1940; “Term Lending to Business,” 1942; and 
“Accounts Receivable Financing,” 1942. 


Born on his family’s multi-thousand acre 
ranch near Rock Springs, Texas, O. R. Strack. 
bein (“A Plan for Company Policy,” page 
199) started out 
to become a cat. 
tle raiser; instead, 
became succes. 
sively a university 
professor, labor 
economist, director 
of personnel for a 
large corporation 
and counsellor jn 
executive relations, 
In this latter and 
present capacity he 
has his own con- 
sulting firm, in 
partnership — with 
Graham Wood. 
ward Parker, one. 
time Sheldon te. 
search fellow of Harvard University and for. 
mer staff associate of the late Ivy Lee in pub- 
lic relations. He is a graduate of the Uni- 
versity of Texas, 1922. 

Mr. Strackbein’s book, “The Prevailing Mini- 
mum Wage Standard” attracted some attention 
back in the N.R.A. days and a little later when 
he was a member of the Federal Public Con- 
tracts Board; while his recent ‘A Code of 
Executive Relations” (in booklet form) has 
been purchased in quantity for staff distribu- 
tion by the presidents of two railroads (L. & N. 
and Illinois Central), one major airline, an 
insurance company and some fifty industrial 
corporations. He has also written:on economic 
and political subjects for the North American 
Review. 

During the War he was a consultant to the 
War Department and liked Washington so 
well that he has made his permanent home 
just outside the capital—in Arlington, Vir- 
ginia. Here his wife and two children see him 
on weekends between trips to clients’ plants 
and during a month in the summer devoted 
to his garden. This latter, according to his 
New York office, is his only hobby—except 
the current writing of a book on American 
Business Policies, of which the present article 
is a foretaste, and, in collaboration with his 
partner, a joint report on American Direct 
Investments in Europe. 





MR. STRACKBEIN 


Mr. L. Metcalfe Walling (‘Developments 
in Administration of the Wage and Hour 
Law,” page 194), is the Administrator of the 
Wage and Hour 
and Public Con- 
tracts Divisions of 
the United States 
Department of La- 
bor. He is a grad- 
uate of Brown 
University, and 
Harvard Univer- 
sity Law School 
where he obtained 


the degree of 
LL.B. 
Mr. Walling 


has had a varied 
experience in the 
field of employ- 
ment relations. 
From 1933 to 
1936 he served in the State of Rhode Island 
in many important capacities. Mr. Walling 
resigned in 1937, as Director of the Depart 
ment of Labor for the State of Rhode Island, 
to accept the appointment as Public Contracts 
Administrator of the United States Depart 
ment of Labor. He has been serving in his 
present capacity since March, 1942. 


—PauL HAASE 





MR. WALLING 
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Perhaps a startling thought at first. 

But the fact is that many firms with a hundred or 
more employees do have their payroll data and related 
tax work done by the Recording and Statistical Cor- 
poration. 

And the more you know about this plan, the more 
interesting, and wonderful, Payroll Service becomes. 


Your problem 


Making up a payroll today is a real headache. And 
more often than not, preparation costs are very high. 

We will take over your payroll problems. All of 
them. We will do your payroll operations on modern, 
high-speed punch card equipment. And all the work 
is double-checked by bank standards. 


We will provide you with checks ready for your sig- 
nature . . . lists of employee deductions . . . complete 
payroll registers . . . tabulations of taxable earnings, 
... labor distribution sheets ... and all the other 
reports you may require. 


Strictly confidential 


All your reports passing through our offices are con- 
fidential. The complete confidence of our clients is 
the very lifeblood of our organization. We have been 
preparing confidential statistics for many of America’s 
leading companies for more than forty years now. 
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Other Services for you 


We will prepare for you statistical reports of most 
every type. Examples: Traffic Studies. Sales Analyses. 
Price. Studies. Public Utilities Bill and Rate Analyses. 
Inventories. Personnel Statistics. 


Send coupon for data 


Fill in the coupon below and we will send you an 
informative booklet, “Payroll Service,” that will give 
you more detailed facts concerning this wonderful 
service. We will also be glad to answer inquiries con- 
cerning our statistical tabulating services. 


RECORDING AND STATISTICAL CORPORATION 

102 Maiden Lane, New York 5, N. Y. 

Yes! ( ) We wotild like to have further details on the Payroll 
Service Plan. Please send free brochure. ( ) We would like 
more information regarding your statistical tabulating service. | 


ERNE MOT a IPL ho kee Rl MORE heck. | 
PRONE vnsicnvncsisosieveneeccnvancasscosalaeeieeiireeeeie tcl | 

| 
UII go oo < scospsesiccescgeaaned Ao renee nae ane | 
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Editorial Comment 


Inquiry About Cost of Living Statistics 

MEMBER of the Controllers Institute of America 

recently wrote The Institute to inquire whether 
there had been developed an accepted basis for calcu- 
lating cost of living, a basis which could be used by in- 
dividual plants or businesses. The inquiry was for- 
warded to the Bureau of Labor Statistics of the De- 
partment of Labor in Washington. An interesting 
reply has been received from A. F. Hinrichs, Acting 
Commissioner of Labor Statistics. 

The procedures which are being used currently by 
the Bureau of Labor Statistics are too expensive to be 
established and maintained continuously by most single 
plants, it is pointed out, but the information is given 
that an abbreviated index offers some possibility for 
the compilation of this type of statistical information. 
Mr. Hinrichs says that the Bureau of Labor Statistics is 
initiating the necessary preliminary studies required to 
devise a brief list of goods and services which could be 
used to estimate time-to-time changes in consumers’ 
prices. He adds: 


“To obtain a valid estimate of changes in retail prices 
of living essentials, the price movement of a selected 
short list of items must be highly correlated with the 
price movements of the more comprehensive list of goods 
and services regularly priced by the Bureau. However, 
since the war period has altered the relationships between 
the price movements of the various goods and services, 
it may be well over a year before the Bureau can release 
an abbreviated index which can be trusted as a good es- 
timating device” 

The Bureau of Labor Statistics published in 1941 a 
booklet, “Changes in Cost of Living in Large Cities in 
the United States.” It covered the period 1913-1941. 
This booklet describes most of the procedures used by 
the Bureau in constructing and maintaining the con- 
sumers’ price index for moderate-income families in 
large cities. 

What the construction of an index involves is de- 
scribed by Mr. Hinrichs thus: 

“The procedure used by the Bureau in collecting re- 
tail prices and compiling an index of consumers’ prices 
are recognized as providing a satisfactory measure of 
changes in the retail prices of goods and services used 
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by moderate-income urban families. However, the 
construction of such an index is a costly and compli- 
cated task. It includes determining what it costs at cur- 
rent prices to purchase those things which the average 
family in a community bought previously. It is neces- 
sary first to determine what and how much a family 
bought in some earlier period, and then to find out how 
much was paid for the most important goods and serv- 
ices purchased at that earlier date as well as the current 
prices of the same commodities.” 

The fact that business men are making inquiries as to 
how cost of living figures ‘are computed indicates the 
importance of those figures to employers. Apparently 
it will be some time before they will be able to obtain 
from the Bureau of Labor Statistics information as to 
how to do it themselves, if they wish to handle it that 
way. 


To Study National Debt and its Effects 


y preesiennrs study is to be made of the federal debt— 
$275,000,000,000—by a newly created independent 
agency, the Committee on Public Debt Policy, it is an- 
nounced. The effect of the debt on the common wel- 
fare is to be a part of the study. W. Randolph Burgess, 
vice chairman of the National City’ Bank, New York 
City, is chairman of the Committee, which will include 
men in the banking, life insurance, business, and uni- 
versity fields. 

The Committee will be financed by a grant of $100,- 
000 by the Falk Foundation. The Foundation will not 
assume responsibility for statements or views expressed 
by the Committee, but will give it a free hand in making 
its inquiry and in publishing the results. It was the 
Falk Foundation which recently financed a study of fed- 
eral taxation which resulted in publication of a Pro- 
gram for a Solvent America. 

A group of economists will serve the Committee as 
consultants and research workers. The staff will have 
offices in New York City, and the result of the study, 
it is expected, will be a series of short, simply written 
pamphlets for wide circulation, which will later be as- 
sembled in a single volume. 
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The effects of the federal debt on prices, money rates, 
purchasing power of money and savings, and economic 
incentive, are some of the phases of the problem which 
will be treated. The study will cover also the interre- 
lationship of the debt with financial institutions, trust 
funds, and life insurance companies. 

This is a most welcome announcement. The study 
should throw light on a problem which concerns us all. 
It may lead to the formulation of a policy on the part 
of Congress in the handling of the debt which may 
help to preserve the American economy and possibly 
head off runaway inflation and its ravaging effects. 


"Speed Up,” Says Stock Exchange 


PEED in publishing announcements and in notify- 
Sine stockholders of actions taken by companies 
with respect to dividends, the allotments of rights to 
subscribe, or other rights or benefits, is urged by Presi- 
dent Emil Schram of the New York Stock Exchange in 
a letter to presidents of companies which have securi- 
ties listed on the Exchange. The Exchange interprets 
“to publish promptly” as meaning an immediate re- 
lease to the public through the press services by tele- 
phone or telegraph if speedier means are not available. 

The Exchange’s idea is sound. The Exchange has 
done much to correct practices which were open to 
criticism and is entitled to commendation by the in- 
vesting public. Its efforts should be aided by company 
managements and their finance officers and controllers. 


Controllers Promoted: Now Semi-Professional Men 


eon interesting facts concerning the establishment 
of various professions were presented by Dean Lee 
Bidgood, of the School of Commerce and Business Ad- 
ministration of the University of Alabama, at a meet- 
ing of the Birmingham Control of the Controllers In- 
stitute of America, which was devoted to a discussion 
of the work which is being done by the Committee 
on Education of the Controllers Institute of America. 
Dean Bidgood pointed out that the organization of 
semi-professional men is nothing new, as many groups 
have taken that step in order to emphasize specialized 
requirements, skills, techniques, and mental ability 
necessary for the successful performance of their oc- 
cupations. It was pointed out that all professions 
started in this way, the earliest being that of medicine, 
with common law and theology following in that or- 
der. Then came philosophy, and next languages. 

Dean Bidgood said that it was only four hundred 
years ago that the teaching of languages at Oxford 
University was undertaken, and that at that time it 
was considered a great innovation. From that time 
until the nineteenth century not much progress was 
made in the development of professions. Dean Bid- 
good pointed out as an indication of this that there 


were only two engineering schools in the United States 
by 1860, whereas later in the century there were twenty 
established engineering schools. 

To become a professional man requires, according 
to Dean Bidgood, an enormous stock of facts, tech- 
niques, and the highest mental powers. The rapid 
growth of professions in recent years is indicated by 
the large number of students of courses in college, 
which did not exist twenty years ago. 

As an historical fact, Dean Bidgood pointed out that 
the Wharton School of Commerce and Finance at the 
University of Pennsylvania was the first such school 
to be established in this country. He said also that there 
are only a few schools in this country which have real 
graduate work in business administration, two. of them 
being Columbia University and Northwestern Uni- 
versity. He added that there is considerable confusion 
as to what constitutes graduate study, and volunteered 
the thought that study in business administration 
should not be considered of a graduate nature unless 
the prerequisite is at least a Bachelor's Degree in the 
same field. 

Dean Bidgood expressed the belief that in order to 
develop education in the field of controllership, con- 
trollers should get behind schools with strong account- 
ing departments to help them establish graduate 
courses, covering all phases of controllers’ work. 

Emphasis for many years has been put on the tech- 
nical phases of controllership activity, and the knowl- 
edge, training, and experience that go into the educa- 
tion of a full-fledged controller. 

The thinking in controllership circles with respect 
to these matters has not been crystallized. Emphasis 
thus far, during the fourteen years of the existence 
of the Controllers Institute of America, has been placed 
more on the equipment of controllers to enable them 
to meet the heavy and varied responsibilities which 
have been placed on them by depression, war, and re- 
conversion eras, than on these other far-reaching ques- 
tions as to whether controllership is a profession, and 
how men may best be trained to engage successfully in 
this work. 

The Controllers Institute and its members realize 
that only a very small beginning has been made in this 
educational work, which as a matter of fact is one 
of the principal objectives of The Institute, and one 
of the fundamental reasons for its existence. 

Controllers are not clamoring for professional status, 
or even a semi-professional classification. They are 
more concerned about doing their jobs well and about 
giving sound information, and perhaps advice, to busi- 
ness managements and to legislative bodies, with par- 
ticular reference to technical matters. There is no doubt 
but that there is need in higher educational circles for 
more information concerning the post-graduate work 
in which a prospective controller should engage in 
order to best fit himself for this calling. 

—A. R. T. 








Price Inflation: The Economic 
Problem of the Day 


The great economic problem of the 
day is commodity price inflation. Thou- 
sands of columns of print are being de- 
voted daily to the subject of prices. Yet 
the extent of the inflation of commod- 
ity prices that has already occurred is 
not realized; the immediacy of the dan- 
ger of large further price increases is 
not fully appreciated, and the measures 
that are required to check further price 
inflation are not being candidly dis- 
cussed, far from being generally under- 
stood. 

It is amazing that we still talk'about 
inflation in the future tense and ask 
whether it can be “prevented.” The 
fact is that there has been a substantial 
rise in prices, the social consequences 
of which are already serious. Since 1939 
the all-commodity index of wholesale 
prices of the Bureau of Labor Statistics 
has risen about 40 per cent. Industrial 
stock prices have risen by more than 50 
per cent. Farm and urban real estate 
prices in many centers have doubled. 
The cost of living index is up 33 per 
cent., but no one takes this index too 
seriously today, in view of the marked 
deterioration in quality, curtailment of 
service, and absence from the stores of 
low-priced lines of merchandise that 
figure heavily in the cost of living in- 
dex. 

Professors can talk with particularly 
strong feeling on the subject of price 
inflation. There are no “parity prices” 
for our books and lectures that move 
up automatically as cost of living rises. 
Professors cannot bargain collectively 
through a powerful union for salary in- 
creases to compensate for their higher 
cost of living. Assuming it were pos- 
sible to get professors to act collectively 
on anything, I do not know the source 
of the revenues from which their em- 
ployers, the Universities, would pay the 
increased compensation that is now be- 
ing so generously awarded by President 
Truman to steel workers, automobile 
workers, and other powerfully organ- 
ized labor groups. We professors are 
members of that vast inarticulate body 
of people whose dollar incomes do not 
rise quickly, if at all, with higher prices. 
Inflation is taxing away the substance 
of our existence. 

Our concern about price inflation is 
shared by millions of old-age pension- 
ers and annuitants, teachers, white-col- 
lar workers, and last—but far from 


By Neil H. Jacoby 


least—war veterans whose benefits un- 
der the G. I. Bill will shrink steadily in 
purchasing power as price inflation con- 
tinues. But our concern ought to be 
shared by everybody. A really severe 
price inflation redistributes incomes and 
wealth so inequitably as between those 
with fixed dollar incomes and _ those 
with variable dollar incomes as to 
weaken the fabric of democratic gov- 
ernment. In such extreme cases as that 
of Germany after World War I, price 
inflation destroyed the stabilizing influ- 
ence of the middle class, and permitted 
it to become the centre of political fer- 
ment that lead directly to Hitler and 
dictatorship. 


DANGER IS REAL 


One need not be an alarmist to hold 
that the danger of further substantial 
price inflation is real and immediate. 
One need only reflect upon the history 
of our nation and upon the present pol- 
icies of our government. When we look 
back over the history of the United 
States during the past 150 years, we 
find that this nation has not yet been 
able to avoid an increase in commodity 
prices of more than 100 per cent. as a 
result of a major war. Prices doubled 
during and immediately after the Rev- 
olutionary War, the War of 1812, the 
Civil War, and World War I. The 
cause of these doubled price levels was 
in each case the same—a vast increase 
in spending by the Federal government 
financed in large part by increases in 
the quantity of money. The increase 
in Federal spending and in the quantity 
of money during World War II has 
been fully as great as in the preceding 
major wars. Must we therefore expect 
the full consequence in prices this time? 

If we derive no consolation from the 
history of prices in the United States, 
neither can we be reassured by what is 


called the present “wage price policy” 
of the Federal government. That pol. 
icy apparently is to concede large wage 
or price increases to politically power. 
ful labor and agricultural groups, to 
hold back the prices of less powerful 
groups as far as possible, and to let 
prices to consumers rise enough to keep 
production flowing. While pious con- 
cern is expressed by Federal officials 
about rising prices, the actual policy of 
the Federal government is a policy of 
price inflation. This is the direct con- 
sequence of President Truman’s inter. 
ference in the steel and automobile 
wage controversies, his unwillingness to 
let collective bargaining proceed with- 
out Federal interference, and his pre- 
scription of a wage-rate increase so large 
that it had to be reflected in higher 
commodity prices. This government pol- 
icy is resulting almost immediately in 
an increase in the cost of living. Mr. 
Eccles predicts that the total immediate 
rise in prices will be ten per cent. | 
predict that the steel and automobile 
workers will be back at President Tru- 
man’s office within a year demanding 
further large increases in hourly rates 
of pay based on the increase in cost of 
living which the wage boost they have 
just received, brought about. Thus the 
inflationary spiral begins! 

How can the nation prevent further 
price inflation? Most current proposals 
for stabilizing the price level are either 
erroneous, or inadequate, or misleading. 
Let us consider some of these panaceas. 


“PRODUCTION” AS A SOLUTION 


It is widely held that price inflation 
can be smothered in an avalanche of 
production. The NAM holds to this 
view. Mr. Bowles said recently: “Let's 
get it unmistakably clear that all-out 
production is the only (sic) answer to 
inflation.” Mr. Bowles is wrong. All- 





look and listen’—and act. 





PRESENT, NOT FUTURE, TENSE 


There is much public concern about inflation—so much that we have possibly 
failed to realize how much inflation we have already undergone and how much 
is potentially and immediately ahead. This paper by Dr. Jacoby, who is pro- 
fessor of finance at the University of Chicago, was presented before the Feb- 
ruary 28 meeting of the Chicago Control. It is a timely warning for us to “stop, 


—THE EDITOR 
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out production is certainly a good thing; 
but it is not the only answer to infla- 
tion, and it may even not be a partial 
answer to it. When production ex- 
pands, so do payments of wages and 
salaries and dividends and profits. The 
very act of production creates the pur- 
chasing power to buy its product. Ex- 
anded production means an expanded 
ee of current income, and currently- 
received dollars are spending power in 
addition to the now-idle dollars lying in 
pockets, safety deposit boxes, and banks. 
It is quite possible that the appearance 
of larger supplies of better goods on 
shelves may reassure consumers that 
their wants will eventually be satisfied, 
and will make them willing to forego 
a little longer the spending of their 
savings and their current incomes. But 
we cannot be sure of this. The ex- 
panded incomes that accompany ex- 
panded production may also lead people 
to be freer in spending their savings, 
so that the result of all-out production 
would be an increased velocity of circula- 
tion of money and more upward pres- 
sure on prices. 

Another current notion is that regu- 
lation of prices by OPA can prevent 
further inflation. I believe that OPA 
controls can retard the inflationary pro- 
cess and should not be abandoned at 
the present time. But OPA combats the 
symptom rather than the cause of price 
inflation. It is being asked to carry a 
far heavier burden of responsibility for 
price stability than it can bear. Price 
control by OPA is being used as an ex- 
cuse for evading the responsibility of 
preventing price inflation by fundamen- 
tal monetary and fiscal measures. More- 
over, it is not being used honestly and 
equitably by a government which per- 
mits certain economic groups to raise 
the prices of their services, while it 
holds down the closely-related prices of 
the goods and services of other eco- 
nomic groups. The first step in any se- 
tious program to prevent further price 
inflation is an unswerving policy of for- 
bidding any wage increases with price- 
inflationary consequences. 


WHAT Is NEEDED 


But the present situation calls for 
much more than simple honesty in the 
administration of price control. It calls 
for a strongly-deflationary monetary and 
fiscal policy. The primary cause of price 
inflation is a 200 per cent. increase since 
1939 in the quantity of money in the 
form of currency and demand deposits. 
Fortunately, because of shortages of 
goods and services and uncertainty about 
the future, this money has been com- 
paratively idle so far, and has had a low 
velocity of circulation. The only basic 
way in which further price inflation can 
be arrested is to reduce the quantity of 
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money in circulation and to prevent its 
velocity of use from rising. The two 
basic methods of accomplishing these 
results are to create a substantial sur- 
plus in the federal budget and to tighten 
the money markets. These measures 
will be considered painful in some quar- 
ters, but it is high time that we stopped 
shadow boxing with the problem of 
rising prices. 

Prevention of further price inflation 
requires not merely a balancing of the 
federal budget promptly, but the devel- 
opment of a substantial surplus. Let us 
candidly face the implications of this 
policy. They include a continuance of 
present taxes as a minimum, and, better 
yet, a restoration of the peak war-time 
tax level of personal income taxation. 
They mean abandonment, for the time 
being, of plans for public works and 
expanded social security programs, and 
a rigorous pruning of Federal expendi- 
tures all along the line. Desirable as 
many of these expenditures may be, they 
are out of step with a serious effort to 
prevent price inflation. 

A rise in interest rates is also a nec- 
essary part of a real anti-inflationary 
program, along with other measures to 
enable the Federal Reserve authorities 
to recapture the control of the money 
markets they lost during five years of 
war finance. Commercial banks now 
have such large holdings of government 
securities that they can get cash to re- 
plenish their reserves almost without 
limit, by selling government bonds to 
the Federal Reserve banks. So long as 
the Federal Reserve banks continue to 
buy government securities at such times 
and in such quantities as will prevent 
their price from falling, in an effort to 
help the Treasury borrow money at ab- 
normally low rates, a tight money pol- 
icy is impossible. 


INTEREST RATES 


Higher money rates are strenuously 
resisted for a variety of reasons. The 
argument most frequently heard is that 
the Federal budget will not stand the 
strain of a higher annual cost of servic- 
ing a 280 billion dollar Federal debt. 
The answer to this argument is simply 
that the Federal budget can much less 
stand the strain of the larger appropria- 
tions that will be necessary for support- 
ing the military establishment, veterans 
and agricultural aids, public works, and 
regular departments, if further price in- 
flation occurs! Even a 50 per cent. rise 
in the present $5 billion annual interest 
on the national debt would add Jess to 
a $25 billion Federal budget than a 10 
per cent. rise in the cost of goods and 
services purchased by the Federal gov- 
ernment. 

Another contention is that higher in- 
terest rates and a tighter money market 
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would not moderate price inflation to- 
day, because businesses and other bor- 
rowers are so liquid they do not need to 
borrow in order to spend more. I dis- 
agree. Assuming expansion of produc- 
tion to a high level of employment, and 
assuming that price increases already in 
prospect materialize, I estimate that the 
rehabilitation of plant and the rebuild- 
ing of inventories and consumer receiv- 
ables will not only require all of the ex- 
cess liquidity of business, but will re- 
quire large amounts of credit from 
banks and other sources in addition. I 
conclude that higher money rates 
would prevent businesses, state and lo- 
cal governments and other borrowers 
from borrowing and spending funds, 
and would therefore tend to reduce 
price inflation. 

It is often argued that higher interest 
rates would mot discourage Federal 
bondholders from cashing their bonds 
and spending the proceeds, nor would 
it induce the public to invest in govern- 
ment securities. In this connection it is 
pointed out that, after the end of 
World War I, government securities 
sold down in the 80s to yield 5.67 per 
cent., but that this high yield did not 
deter investors from cashing their 
bonds. In my view the present situa- 
tion is not parallel with that in 1920. 
Sharp price inflation up to May, 1920, 
and the subsequent collapse and depres- 
sion, brought about many necessitous 
sales of government bonds by illiquid 
businesses and individuals. Necessitous 
sales are not probable today. It is 
likely that market depreciation of gov- 
ernment bonds today, resulting from 
higher money rates, would cause many 
holders to refrain from cashing them 
till maturity, and therefore reduce the 
volume of spending. Higher money 
rates would also have the effect of mod- 
erating further increases in prices of 
stocks by reducing the present large 
disparity between yields on Federal se- 
curities and those on common stocks. 
This would prevent the emergence of 
further — profits, the existence of 
which makes stockholders feel more 
prosperous and spend more freely their 
current incomes and liquid assets. 

Still another argument advanced by 
those who desire to perpetuate present 
low money rates is that the solvency of 
financial institutions might be jeopard- 
ized by market depreciation of their 
Federal bond portfolios. That this is a 
pure bogey is best demonstrated by the 
fact that leading bankers and life insur- 
ance executives have been vociferous in 
their demand for higher interest rates, 
as witness the recent remarks of Mr. 
Thomas Parkinson, President of the 
Equitable Life Assurance Society. Life 
insurance companies are not compelled 

(Please turn to page 220) 








Developments in Administration of 
the Wage and Hour Law 


Controllers are in strategic positions to 
influence compliance with the Wage and 
Hour Law and also the Public Contracts 
Law by American industry. Becuase we 
regard the most important part of our 
job, in the administration and particularly 
in the enforcement of the law, as an ed- 
ucational one, we are constantly stressing 
to our employees the fact that they are not 
to regard themselves as policemen primar- 
ily, although they obviously do have a 
policing function to perform; but that 
they are to regard themselves also as edu- 
cators whose job it is to explain the pro- 
visions of the law which they are attempt- 
ing to enforce, and to understand that it 
may often appear complicated to people 
who are trying to find out what it requires 
and what its provisions are so that they 
may observe it. Our experience, of course, 
is that the overwhelming majority of 
American employers are trying honestly to 
comply with the law. 

You may be surprised, therefore, to 
know that despite that fact, which is a 
recognized one, the ratio of compliance is 
still not so high as we should like to see 
it. I think you will agree with me that it 
is perhaps surprisingly low in view of the 
seven years experience that we have had 
in administering the law. 

We have collected, for instance, and 
paid back to employees all over the coun- 
try in the seven years of the life of the 
Wage and Hour Law over 92 million dol- 
lars in back wages. That is merely the 
wages themselves and not the 100 per 
cent. liquidated damages which are also 
as pa if the employee goes into court 
and sues. I want to come back to that 
later in connection with the discussion 
about some of the amendments which are 
now pending. 

That is a very considerable sum of 
money. All during the war period and 
right up to the present time, in this pe- 
riod of consistently high wages, when we, 
for instance, were devoting about 50 per 
cent. of our activities and our personnel 
and our time to wage stabilization prob- 
lems in trying to hold wages down in as- 
sociation with the War Labor Board, de- 
spite that fact, wage restitution has been 
running at the rate of about 12 million 
dollars a year right at the present time. 

We have paid out to employees in the 
course of seven years these 92 million dol- 
lars, and the number of employees re- 
ceiving that was about 21/4, million, out 
of the 21 million whom we estimate the 
law covers. 

Those figures, and I am sure you as 
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controllers will agree with me, need some 
interpretation and explanation. I do not 
want for a moment to leave the impres- 
sion with you that that is a representa- 
tive proportion of violation for American 
industry as a whole. 

For instance, if I told you that the fact 
is in Our inspections we are finding that 
about 50 per cent. of them result in some 
kind of overtime or minimum wage viola- 
tion and that from 11 to 14 per cent. of 
the inspections result in a payment of 
minimum wages which were not met by 
the employer voluntarily himself, that 
does not mean that 50 per cent. of Ameri- 
can industry is in violation of the law or 
that 14 per cent. of American industry 
is failing to pay 40 cents an hour, which 
is all the minimum wage now is. 

It does mean, I think—and this ought 
to be good news to you—that we are be- 
ing increasingly selective in the establish- 
ments which we pick out for inspection, 
that we are not wasting our time making 
what we call sterile inspections in estab- 
lishments which either are not subject to 
the law or which are almost complying 
with it. 

We would think that we were 100 per 
cent. efficient if we could find 100 per 
cent. violations in the cases we inspect be- 
cause it would be an indication that we 
were going to the right places. The fact 
that we are finding 50 per cent. is an in- 
dication that we are doing the job with 
some degree, at least, of efficiency. 

We have been able to develop natu- 
rally over a period of time the sore spots, 
the places where violations are most apt 
to occur, and we try to go to those places. 
We go back sometimes on repeat inspec- 
tions where we have reason to believe that 
the first visit did not correct the violation 
and we have to take some of those repeat 
violators into court. We try to avoid mak- 
ing inspections in establishments where we 
have reason to believe violations will not 
be occurring. 

That does deprive you of the educa- 


tional opportunity that an inspector under 
our instructions is supposed to give you 
by talking over with you problems of 
coverage, problems of compliance which 
you otherwise would not have. 


LIMITED POWERS 


I have always regarded it as a great 
weakness in the Wage and Hour Law that 
the Administrator had no power to inter- 
pret it. He is given certain power to issue 
rules and regulations with regard to cer- 
tain matters—among others, for instance, 
who are executive, administrative, and 
professional employees—but he does not 
have what the lawyers call the general 
rule-making power. The Administrator 
can only give you an advisory opinion 
about what the courts will probably hold 
in a given situation. 

Therefore our interpretations, our te- 
plies to your letters of inquiry are only 
what we like. to think of being at least 
informed guesses, and since we are mak- 
ing a business of watching what the courts 
are saying in their interpretation of. the 
law, we think that on the whole the 
guesses are apt to be fairly good legal 
advice; but we cannot guarantee that they 
will always represent what the courts will 
say. 

The result is that you have an incon- 
sistent and frequently disharmonious pat- 
tern of interpretation of the law and of 
application of it in different parts of the 
country, depending on where the courts 
happen to interpret it. Until disagree: 
ments between the courts can be harmon- 
ized by appeal to a higher court, the rule 
will stand unchanged in a particular jutis- 
diction. 

It is obvious that only a small number 
of cases can ever go to the Supreme Coutt 
on appeal or even to the Circuit Court of 
Appeals and, therefore, you do have this 
crazy quilt pattern of differing interpre 
tations on some points. 

Fortunately, the courts have said pretty 





the New York City Control. 





PAST, PRESENT AND FUTURE 


In this comprehensive presentation, Mr. Walling reviews a number of the 
problems which have been resolved in the past in connection with the wage and 
hour law. His summary of proposed amendments to be considered by Congress 
will likewise be of interest to controllers and financial officers whose responsibil- 
ities include wage and hour law compliance. Mr. Walling is administrator of 
the Wage and Hour and Public Contracts Division of the United States Depart- 
ment of Labor and presented these observations at the February 13 meeting of 
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generally that the opinions of the Admin- 
istrator are entitled to great weight and, 
generally speaking, particularly the more 
important and higher courts try to follow 
those interpretations if they feel that they 
have any legal sanction at all. Therefore 
we have been able, of course, to steer the 
courts a good deal in their interpretation 
of the law and have’ prevented what 
would otherwise have been an impossible 
situation for people who were trying to 
comply with it. 

Nonetheless the Administrator cannot 
provide complete uniformity of interpre- 
tation all over the country nor, more im- 

rtant still, can he protect employers 
who follow his opinions in the event that 
they are sued by their employees, even 
though they may have been acting in 
good faith. 

Our solution of that problem is a rec- 
ommendation, which I made in my annual 
report last year, that the Administrator 
should be given the power to interpret 
and to protect employers who follow in 

faith his interpretation until such 
time as it is changed by the court on re- 
view. 

In addition to that, I have suggested 
that the Congress differentiate between 
the sheep and the goats and provide dif- 
ferent degrees of punishment for willful 
and non-willful violators. To my mind, 
it is an unfortunate situation and an un- 
fair one that an unintentional violator is 
punished as severely as.a man who has 
falsified his records and adopted every de- 
vice known to the ingenuity of man to 
evade his responsibilities under the law. 

Yet, at the present time, if those 
employers—one unintentional and one 
fraudulent and willful—are sued by their 
employees for back wages owed, the 
courts, under the decision which the Su- 
preme Court handed down in this district 
in the Brooklyn Savings Bank case, must 
mandatorily award not only all of the 
back wages owed but, in addition to that, 
100 per cent. liquidated damages. 

The statute relies heavily on the em- 
ployee suit theory as a means of enforce- 
ment and of discipline. The Administra- 
tor is given no power to sue whatsoever 
civilly except to bring injunctions to re- 
strain continued violations and, of course, 
he can bring criminal action in the case 
of a relatively small number of very seri- 
ous violators. 

I have also proposed, to meet these 
various difficulties—which to me seem 
very real and which I have found in talk- 
ing with a good many employers are seri- 
ous problems to them—that the Admin- 
sttator should be given the power to sue 
on behalf of employees to recover the 
back wages which are owed to them so 
that the employees’ suits can be controlled, 
80 there will not be as many of these 200 
per cent. liquidated damage cases, par- 
ticularly in the unintentional violation 
situations, and so there can also be by that 
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method of centralization of suit a more 
unified and coherent enforcement and 
continuing theory of interpretation of the 
law. 

In addition to that, I have proposed to 
the Congress that there should be a rea- 
sonable statute of limitations, as a matter 
of Federal law, on claims brought at 
the present time by employees or, in the 
event the Administrator were empowered, 
brought by him. 

That is a very important matter because 
at the present time we have a hodge- 
podge of law on that point. The em- 
ployee’s rights are determined solely by 
the accident of geography. If he lives in 
the State of Tennessee, for instance, he 
will have six years in which to bring his 
suit; but if he is across the border in 
Arkansas, he may have only two or three 
years. Two states have provided for a 
period as short as six months. 

From the point of view of national or 
interregional corporations, you can see 
the problem right away. Some of you may 
even personally experience it. You are 
subject to one rule in one of your estab- 
lishments and an entirely different one 
somewhere else, which is a most unsatis- 
factory arrangement. 


AMENDMENTS PENDING 


The Congress is now considering two 
different bills. One is a special bill which 
is now in the House Judiciary, a bill 
known as the Gwynne Bill, which deals 
with statute of limitations only. The other 
is the so-called Pepper amendments which 
are rather comprehensive amendments to 
the Fair Labor Standards Act, including 
among others a period of limitations. | 
very much hope that some statute of lim- 
itations will be enacted so that we shall 
have uniformity in that regard also and 
not depend on the varying standards of 
the forty-eight states for the recovery of 
back wages owed. 

As all of you know, it has been our 
policy from the beginning to close cases 
of violation on the basis of payment of 
the back wages only; that is, 100 per 
cent. of the claim, not the 200 per cent. 
to which the employee is entitled if he 
goes into court. If he insists on having 
more than that, he must go into court and 
assert his right there. 

Fortunately, there has not been as much 
abuse of the privilege of suing under the 
200 per cent. theory as one might expect, 
but it may at any time become serious, as 
some members of the bar become more 
aware of the lucrative possibilities that 
are involved and as the effects of the 
Brooklyn Savings Bank decision perco- 
late down a little bit more than they 
have at the present time. I think this is 
the time to act to prevent that abuse 
from coming into being at all. 

Perhaps you will be interested in some 
of the other amendments which are pend- 
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ing. Among others, of course, is the one 
which seems now somewhat to be in the 
realm of controversy of what the mini- 
mum wage standards shall be. I think 
we could all agree, and I have heard no 
one who has seriously contended that we 
should not have an immediate change in 
the minimum to at least 55 cents an 
hour, because that is simply a recognition 
of the change in the cost of living since 
the 40-cent standard was legislated back 
in 1938. . 

It has become a standard which had 
great sanction during wartime. It was the 
substandard test of the War Labor Board, 
for instance, during the war period. It 
has since, incidentally, been lifted in some 
cases, tecently acted on by the Wage 
Stabilization Board—the successor of the 
War Labor Board—to 65 cents. 

The question of how much above 55 
cents the minimum should be is a con- 
troversial one, about which reasonable 
men, I think, may differ. But I should 
like to point out to you, because I think 
it is seldom emphasized, that the mini- 
mum cost of living budgets on an emer- 
gency subsistence level, which were de- 
veloped by the WPA during the depres- 
sion period, provided a larger annual in- 
come for a family of four, for instance— 
a mother, father, and two small children 
—than would be provided under either 
the 65-cent proposal or the maximum 75- 
cent proposal which would be reached 
after a period of years by gradual stages. 

I say that merely to indicate that no 
minimum wage which any state or the 
Federal Government has ever put into 
effect actually equals what is generally 
recognized as a minimum cost of living 
budget. We are only shooting toward that 
as an eventual goal, recognizing that ap- 
parently for the moment we cannot—at 
least we have not been able legislatively 
so far to—make the financial rate written 
into the minimum wage guarantee equal 
to what it actually takes for people to live. 
We have, therefore, various forms of sub- 
sidization of living expenses for a good 
many families, either by their going into 
debt, by their borrowing from their 
friends or relatives, or by supplementing 
the family income through multiple wage 
earners. 

The argument, of course, is frequently 
made that the Wage and Hour Law ap- 
plies mostly to single persons without 
family responsibilities. Undoubtedly a 
great many such people are subject to the 
law; but, as you can well see, with 21 
million out of the industrial wage earn- 
ers of the country, that includes a great 
many men with family responsibilities. 

As to some of the other provisions for 
extension of coverage, you may be less in- 
terested, but I want merely to mention 
them in the interest of completeness. One 
with which we are very much concerned 
administratively is curing our headache 
which we have had in trying to define and 
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administer the term ‘‘area of production,” 
which was an exemption written into the 
statute. Incidentally, that is one of the 
places where the Administrator was given 
specific authority by the Congress to issue 
regulations. 

That area of production exempts peo- 
ple employed in 300-odd industries, gen- 
erally in the agricultural, food, fish proc- 
essing fields, ranging from dairy products 
through meat packing, poultry, livestock, 
cotton ginning, dairying, grain elevators, 
and so on, a wide range of products. 

We have proposed to the Congress that 
an entirely new approach be made, that 
instead of having the Administrator de- 
fine a term which has become, because of 
its vagueness and indefiniteness, almost 
impossible of definition—and which, 
when defined, is bound to create com- 
petitive inequities and economic disturb- 
ances between members of the same in- 
dustry—the Congress make an entirely 
new approach and limit the exemption 
to seasonal industries which are handling 
raw materials and products, where nature 
is not controllable and does not act as 
we should like to have her and where 
there is a very serious problem of peak 
demand need. 

That amendment, I am afraid, is in 
the realm of controversy. There are many 
pros and cons, but we have a serious ad- 
ministrative problem. I am frank to con- 
fess that, in my opinion, it is impossible 
for this Administrator or any Adminis- 
trator, because my predecessors have tried 
it without conspicuous success either, to 
define the term in a way which will make 
economic sense for the people who are 
forced to live under it. 

I think the only solution in a case of 
that kind is honestly to go to Congress 
and say, ‘The standard must be changed. 
You must make an entirely new ap- 
proach.” 

There is also a proposal which would 
bring seamen under the act for overtime 
purposes only. They previously have been 
exempt for both overtime and minimum 
wage. 

Another problem which has given us 
great difficulty, but which probably is not 
of much concern to you, and, therefore, I 
shall not take much time on it, is the 
question of cross jurisdiction with the 
Interstate Commerce Commission on em- 
ployees for whom the Commission has 
power to prescribe maximum hours of 
service for safety purposes. 

We have had a ‘‘no man’s land” where 
nobody could tell and nobody had power 
to say whether a particular employee was 
subject to one agency or not. The Act 
provided that if an employee were sub- 
ject to the Interstate Commerce Act, he 
was exempt from the Wage and Hour 
Law. 

There are various other amendments 
pending which I shall not take time to 
mention because if I do, I shall not be 
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able to reply to the questions which I 
know interest you more. May I make this 
general comment on the problem of exec- 
utive, administrative, and professional 
employees. 

May I say this by way of general back- 
ground so that we all start from the 
same point? The theory of the Fair Labor 
Standards Act was that it was both a 
minimum wage law and an overtime law. 
If it were not an overtime law, there 
would be no reason, of course, why em- 
ployees should not be exempt if they 
were paid the minimum wage provided or 
some higher figure which might be stipu- 
lated. 

It has been suggested frequently—and 
it is an obvious thought—why not say 
that all employees, regardless of duties, 
who get over X dollars a week should be 
entirely exempt from the law? 

Because of the overtime theory, which 
is to spread work by encouraging the 
shortening of hours and the use of mul- 
tiple shifts, it is obviously necessary to 
apply the law to the highest paid skilled 
employee as well as the lowest paid sweat- 
shop worker. If this were not so, it 
would lose a great deal of its effective- 
ness and you would only spread employ- 
ment and encourage multiple shifts in 
the lowest paid employees who are at or 
about the minimum, and they are, of 
course, only a small fraction of the total 
employment of the country. 

Congress, however, did recognize the 
futility and the lack of necessity of sub- 
jecting to the law employees whose work 
is not divisible, and they put in that gen- 
eral category executive, administrative, 
and professional employees, I take it, on 
the theory that you cannot have two 
bosses, for instance, and by having a de- 
terrent to overtime work, you do not en- 
courage the employment of a second fore- 
man, for example. Consequently, those 
employees were specifically exempt from 
the law. 


DuTIiEs CHECKED 


That does not mean that the president 
of the corporation or any highly paid 
official is exempt merely as such. Of 
course, he presumably will be exempt as 
qualifying under one of the three cate- 
gories; but the test is whether he does 
meet those qualifications, not whether he 
is president of the corporation. 

The Administrator was directed to put 
lifeblood into those terms, and so. we 
have defined those terms in a way which 
we think carries out the intention of 
Congress and which we hope is practi- 
cable and workable. 

Professional employees are, on the 
whole, fairly easy to handle. In the first 
place, there are not as many of them in 
industrial employment and if they are 
professionals, they are pretty apt to be 
employed in a professional capacity. The 








learned professions we recognize automati- 
cally as exempt, providing that the map 
is actually practicing his profession and 
not using the title and doing some other 
function. Therefore we always have to 
examine into the duties of an employee 
and not merely look at his title. 

We had a question a while ago with 
the Certified Public Accountants, and | 
advised them that I thought it most un. 
likely that any Certified Public Account. 
ant who was, in fact, performing ac. 
countancy and not some other type of 
work and was, in fact, getting more than 
$200 a month would not be entitled to 
the exemption and that that was a pretty 
safe rule to follow, although in a specific 
case you would always have to examine 
the duties of the employee to see that 
he was, in fact, performing accounting 
work of a non-routine nature and not 
something else and merely using the title. 

The salary tests which were imposed 
some years ago before the drive on in- 
crease of wages are, of course, out of 
date. We have had a good deal of ques- 
tion in our minds as to whether we ought 
to revise those salary tests to be more 
realistic in line with present-day stand- 
ards. 

We have felt, however, that it would 
be unwise to do that at the present time, 
because nobody knows exactly where sal- 
aries and wages are ultimately going to 
rest and it would be unwise to disturb the 
existing system, perhaps only temporarily, 
by substituting some other monetary tests 
than the ones which have been in those 
regulations for some years now, so we 
have refrained from doing that. 

One of the questions was whether an 
employee who was regularly getting $300 
a month and was claimed to be an ad- 
ministrative employee would pretty auto- 
matically be exempt and would be so te- 
garded by our inspector. 

I would say the answer to that was prob- 
ably yes, although the inspector would be 
interested in what his duties were and 
we would want to be sure that he was 
performing exempt functions. However, 
we have told our inspectors to use some 
common sense in interpreting the regula- 
tions and to short-cut their inspection 
work by making some kind of rough test 
of the eye as their eye runs down the 
payroll page and not worry too much 
about the highest paid employees who 
probably are doing something important 
for the corporation which would make 
them exempt if they were being given 
that salary. 

Technically the test still applies and 
you want to be sure that you are qualifi 
to meet it because you have not only the 
hazard of our inspection, but you also 
have the possibility that some employee 
sometime may be disgruntled and decide 
he was not, in fact, exempt and he would 
want to sue you when he has left your 
employment. Then the test will come 4s 
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to whether he, in fact, meets the qualifica- 
tions and not whether the inspector failed 
to raise a question about that employee 
when he was making the visit to your 
establishment. 


Topay’s STRIKES 


May I say, before I actually go to the 
uestions, this one thing by way of gen- 
eral comment? We are living through a 
difficult period right now in this country. 
We are all very much distressed about the 
industrial unrest, the fact that we are 
having so many strikes which are inter- 
fering with the reconversion effort. 

I should like to suggest to you that 
although it may not make us feel any bet- 
ter, at least we shall understand it better 
if we will recognize that this was a pretty 
normal, to-be-expected reaction from the 
emotional and physical strain which every- 
body has been through during the war 
petiod and that it does not necessarily 
mean that the country is going to the bow- 
wows or that our labor which worked so 
hard during the war period has suddenly 
turned into other kinds of individuals 
and has become completely irresponsible. 

I think a good deal of the explanation 
is the simple psychological one that every- 
body wants to have a little rest and wants 
to go off fishing or go to the ball game 
or do something else, that everybody just 
is tired of the daily grind and any excuse 
that comes along is all right. 

ii is one of those things that we have 
to live through and keep smiling about 
and not lose our sense of humor about it. 
But I do want to say this to you, because 
it came over me very forcibly when I was 
teading what Brother Stalin had to say 
the other day, that I think we do not re- 
mind ourselves often enough in this 
country that we are in a very real sense 
of the word the final outpost of what we 
have come to call, for better or for worse, 
the free enterprise system, that nowhere 
else really in the western world is there 
any economy which begins to approach 
ours in freedom of operation. Certainly 
it is not true in England today. It is not 
true anywhere on the Continent of Eu- 
tope, and we all know how far it is from 
true among our Soviet Allies. 

I think that poses a very big question 
for American business and for American 
Government, because it means that in a 
very real sense of the word the free en- 
terprise system is on the fire and is having 
the acid test. I think that is all right 
because I am not worried about the out- 
come and I do not think that we need to 
be concerned about the challenge which 
was thrown down to us the other day. 
We have met it before and we are going 
to continue to meet it. 

But I do think that if we are going 
to meet that challenge successfully, we do 
have to remember that we are a single and 
united people and that we must have a 
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continuing and unified objective in peace- 
time, as we had in wartime, and that we 
do not want it said of us that we could 


only make our economic system work at 


its full efficiency because of the job we 
were doing of turning out material for 
the destructive business of killing each 
other. 

I do not think it is necessary that that 
comment should be made by any of us 
or that that be our epitaphs, but I think 
we must recognize that we are in a sense 
on trial, that the rest of the world re- 
gards us as a kind of anachronism which 
has ceased to exist anywhere else. We have 
an enormous leverage, of course, because 
we are responsible, I suppose, for over 
50 per cent. of the industrial output of 
the entire world. In some things, we are 
much more favorably placed than that. 

I want to leave just this thought with 
you—let us recapture a little bit of that 
spirit of mutual confidence and trust in 
a common objective and in the integrity 
of each other and let us unite in a pur- 
poseful program of reaching a common 
objective for all Americans which will 
exceed, not merely equal, the enormous 
and miraculous productive record which 
we were able to demonstrate during war- 
time. 

I personally have no question that if 
we can recapture a little bit of that spirit 
of unity and mutual self-confidence and 
trust in each other that we can show the 
rest of the world that the free enterprise 
system is far from dead and that we can 
outproduce and outcompete with any 
other kind of system that the mind of 
man so far has devised and that we can 
bring to our people an increasingly large 
share in the material and spiritual bene- 
fits which can come from a productive 
system which is fairly geared to the needs 
of the people as a whole and which min- 
isters to their need in the fullest way. If 
we have that unity of purpose toward a 
common objective, we can translate into 
reality what we like to think of as our 
American dream. 


QUESTIONS ANSWERED 


“Employees are instructed not to work be- 
fore the regular starting time or after the reg- 
ular stopping ‘time. However, they sometimes 
arrive or depart after such regular starting 
and stopping time and consequently their time 
card reflects this additional time during which 
they did not actually work and which is not 
included in computing the total hours for the 
week. Is this nevertheless a satisfactory rec- 
ord?” 

I should say that you were running into 
trouble if you consistently allow your em- 
ployees to record less time than they are actu- 
ally working or required to work, and that 
you ought to make a point of seeing to it that 
your payroll records and your time cards are 
an accurate reflection of your employees’ sched- 
ule because that will give you complete pro- 
tection. 

Even though our inspector might raise no 
question about it or might not happen to 
notice it, you still would be running a risk 
as far as the possibility of employee’s suit is 
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concerned. It would be a question of proof, of 
course, in court as to whether your time card 
was an accurate representation of the actual 
time worked, so I think you are playing a 
little bit with fire if you do not keep it com- 
pletely accurate on that basis. 


“An employer with a centralized, semi- 
monthly payroll for the entire country pays 
overtime on the basis of time reports sent to 
his home office. Each employee at the middle 
and end of the month receives his salary cover- 
ing the half month just completed. However, 
obviously the overtime earned by any such 
employee is paid late; that is, the employee 
will usually receive with his salary check cov- 
ering the last half of the month overtime pay- 
ment for the first two weeks of the month. 
Although this does not strictly comply with 
the requirements of the Act, as a_ practical 
matter would the Wage and Hour Division 
have objection to such a delay?” 

The answer is no, and I think the Supreme 
Court in a recent case, in discussing the 
problem of retroactive computation of bonuses 
—where the contention was made that it was 
extremely difficult, if not impossible, to make 
computations for a group bonus, for instance, 
which went on over a period of weeks and 
then was only figured at the end of the com- 
pletion of the job—upheld this, when it said 
that there was no objection to the inclusion 
of the bonus in the regular rate of pay because 
the law did not require the impossible and a 
reasonable delay in figuring overtime on that 
basis would not necessarily be fatal. Certainly 
we .are every day accepting reasonable delay 
in payment of that sort. 


‘An employee is paid a base pay plus in- 
centive compensation. Many years ago the com- 
pany adopted a policy of paying its employees 
a dividend whenever the board of directors 
paid a dividend upon. its stock. For this pur- 
pose, the employees were given a phantom 
number of shares of stock based on their length 
of service. The board reserves the right to 
discontinue the plan at any time. 

“Are these dividend payments made to em- 
ployees to be treated as part of their compensa- 
tion in making overtime payments? The divi- 
dends when paid are paid quarterly. An em- 
ployee with ten years of service would be 
allocated ten shares of this phantom stock. For 
the purposes of the dividend, each share of 
phantom stock receives the same dividend as 
a share of the common stock of the company.” 

My first somewhat irreverent reaction is this 
is too complicated. You had better abandon 
it and do something simpler, but it gives me a 
good opportunity to explain what I think is 
in the mind of the questioner about our so- 
called bonus rule which has been a problem 
with us, as I am sure it has been with you, 
for some time. 

We finally, about a year ago, adopted this 
administrative test which we have been apply- 
ing. First of all, the question arises as to 
whether the bonus is a part of the regular 
rate of pay and whether it is a discretionary 
one which may be withdrawn by the employer. 

If it is, in fact, truly discretionary, then it 
does not have to be considered as a part of the 
regular rate of pay and that is, of course, a 
question of fact in each case and all of the 
circumstances will be taken into considera- 
tion, such as how often it is paid, over how 
long a period of time without interruption, 
whether the board votes specifically on it pe- 
riodically and so on. 

The administrative position which we took 
is that where the bonus is nondiscretionary 
but is paid not more frequently than quar- 
terly, we shall not for our purposes require 
that that be taken into account as a part of 
the regular rate of pay for overtime purposes. 

That was largely because of bookkeeping 
problems, plus the fact that it seemed to us 








that pretty generally if your bonus was not 
paid more frequently than quarterly, it did 
not have that regularity which we think the 
statute intends compensation to have if it is 
a part of the regular rate of pay. 

We do not know yet, I think—although 
some of my lawyers are already having doubts 
in view of some recent decisions of the Su- 
preme Court—whether that rule will be ac- 
cepted and whether such a quarterly test is a 
valid exercise of administrative discretion. Of 
course, if the court subsequently changes that 
and says that we must consider it whether it is 
paid quarterly or not, naturally I would have 
to modify my position; but in accordance 
with our usual custom, we would not modify 
it for our purposes retroactively. We would 
put you on notice as to the future. 

By the way, may I say there that some 
of the rulings which perhaps to some of you 
have been in the realm of stretching things a 
little bit have been dictated by the conscious- 
ness that we have an obligation to warn you 
about trouble into which you may be going. 
It is no service to you to under-advise you 
as to what the courts will probably say, be- 
cause if we do that and you are then subse- 
quently sued, you will naturally blame us for 
not having put you on notice. ; 

While we do not take any legal responsibil- 
ity for advising you, we have adopted the 
practice of doing it and I am. sure you are 
lad to have us give you the benefit of our 

st guesses as to what the courts will do. 
Therefore we try to anticipate what the courts 
will probably decide and some of these things 
which may strike you as going pretty .far 
afield are based on decisions in some related 
situation which we think will be equally ap- 
plicable to yours and where we advise you that 
we think, if you want to be on the safe side, 
you had better do thus and so. 

We always make those prospective in op- 
eration so that you will have an opportunity 
to adjust yourself. If they affect some particu- 
lar industry only, rather than being of gen- 
eral application, we try to confer with the 
people who are immediately concerned and 
give them some notice, the way our mind is 
running, and some suggestion that we pro- 
pose to issue this ruling as to the future. 

I want you to know that that is the motive 
which we have, the obligation which we feel 
we have to you to try to keep you abreast 
of what is being said. We adopt sometimes 
for our administrative purposes positions 
which we hope the courts will allow us to 
continue to assume, but it is always with the 
understanding that.if the courts say no, we 
have to withdraw our position. 

That was conspicuously illustrated in the 
position which we took in the bituminous coal 
mining industry, where we were jointly peti- 
tioned by the union and the operators to dis- 
regard portal-to-portal pay in the regular rate 
of pay for overtime purposes. The Supreme 
Court, as some of you know, in a 5-to-4 de- 
cision, said it does not matter if we did say 
that, that was not the law. Nobody had a right 
to make such a contract, either the union or 
the operators, in violation of the law. There- 
fore it was not worth the paper that it was 
written on. 

Therefore we naturally had to mend our 
ways and adhere to what the Supreme Court 
lays down, so that is always understood in 
all of these positions which we are stating. 
We do not give you complete immunity, but 
we try to advise you what we think the courts 
will say and we in any event tell you what 
we are going to do until further notice so that 
you can govern yourself accordingly. 


"In our organization, a relatively small pro- 
portion of our employees perform work in the 
field requiring a high degree of initiative and 
judgment and are all paid more than $200 a 
month. No schedules are prepared for them 
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and their work day is completely flexible in. 
order that they may so arrange their schedule 
as to best accomplish the assignment. They 
are paid by check semi-monthly. 

“In the event of absence due to illness, 
these employees receive full pay for the first 
week. If one of the employees is absent for 
more than a full work week, his pay ceases 
and he receives disability benefits under a pol- 
icy of group insurance.” 

I shall not go into all the details about how 
that is figured because that raises the question. 
Our own regulation on its face talks in terms 
of $200 a month, so that the employee quite 
obviously must be paid at least that. You can- 
not cut off his pay at the end of the first 
week because he is not on a salary basis which 
meets the test. 

We have said that a reasonable plan for 
time off for illness, for instance, which may 
be initiated by a company or may have been 
practiced will not necessarily vitiate the monthly 
basis; but what we are trying to do is to 
separate the employees who are customarily 
and regularly docked for absences from the 
employee who is a little more free to come 
and go and who customarily is not docked if 
he takes a few hours off, because it is assumed 
that he will accordingly work extra time when 
the company needs it in a busy week. In re- 
turn for that privilege and that different status, 
he is expected to do that without the pay- 
ment of overtime. That is the general phi- 
losophy back of the regulation, and I think 
quite clearly this practice here does not meet it. 


“Provided certain conditions are met, the 
amount of any payment by an employer on 
behalf of his employees generally or for a 
class or classes of his employees on account of 
a retirement annuity or pension plan need not 
be reflected in the regular rate of pay compu- 
tations. One of these conditions is that the 
employee must not have the right to receive a 
cash consideration in lieu of benefits upon his 
termination of employment. If an employee 
after ten years of service received the cash 
value standing to his account in. lieu of con- 
tinuing an annuity policy, how would his reg- 
ular vate of pay be computed?” 

Here again the reason for the test that he 
must not receive cash consideration is to avoid 
obvious hidden payments of wages in another 
form to avoid the overtime obligation. Gen- 
erally speaking, most of these policies, I think, 
are on one basis or the other. They are either 
optional or they provide on their face that the 
employee may not cash them in. There is no 
arrangement for a change in the situation at 
the end of ten years. 

I should say in that particular case that the 
practical way which we would have to use to 
handle that would be to say that since the 
employee is leaving the employer's employ at 
the end of that period of time and it is not 
very practical to go back and allocate that 
whole payment over a period of ten years, we 
would probably ignore that. 

Whether you would be safe in the event of 
employee’s suit is another question, but I 
think you had better have your plan on one 
basis or the other and then you will have no 
worries of this sort. You might be protected 
on the theory that this was not a part of the 
regular rate of pay, since it had not been 
paid before and only comes due once in ten 
years and therefore is highly exceptional; but 
if I were you, I would be on the safe side by 
being able to avoid it, which you can easily do. 


“The Supreme Court, in the Borden and 
Callus cases, drew a fine line of distinction 
as to what maintenance employees were to be 
considered as being engaged in an occupation 
necessary to the production of goods for in- 
terstate commerce. Does the Administrator in- 
tend to issue any tests which might be applied 
to situations in the twilight zone of these cases. 





I have in mind the following situations: 

“A building owned and operated by a coy. 
poration, all of the outstanding stock of which 
is in turn owned by another corporation’ — 
may I say right there that ownership is no 
material; it does not make any difference who 
owns, it is the activity carried on that is the 
test—"which occupies (1) 15 per cent. of the 
rentable area (2) 20 per cent. of the rentable 
area (3) 50 per cent. of the rentable area.” 

At the moment I do not intend to make any 
change, largely because I have not seen the 
full text of the Supreme Court decision and 
have not made up my mind on that point; but 
I will say to you that I discussed some weeks 
ago with the National Building and Real fs. 
tate Operators Association, whose headquar- 
ters are in Chicago, the problem of whether 
it was desirable or necessary to issue some 
kind of clarifying statement following the 
Borden and Callus cases. At that time we 
rather agreed that there was no particular point 
in doing that, that it was sufficiently clear, 
in so far as we could make it clear, as any. 
body knew. 

Unless there is something particular in the 
recent decision of the Supreme Court—as | 
say, I have not had the full text; I have only 
seen the newspaper version—which would 
require modification of that position, I would 
not propose to do that. 


“On February 11, 1946, the Supreme Court 
held that a newspaper publisher whose daily 
circulation ranges from 9,000 to 11,000 copies, 
of which only one-half of 1 per cent. was out- 
of-state circulation, to be engaged in the pro- 
duction of goods for interstate commerce.” 

This question, by the way, I had in mind 
when I was talking about the other one. This 
is the opinion which has bearing on this ques- 
tion of the substantial test. 


“The Administrator applies the 20 per cent. 
test to determine (1) whether rentable area 
occupied by tenants in the production of goods 
was substantial and (2) whether a tenant's 
activity on premises is substantially directed 
to actual manufacture for commerce. In the 
light of the newspaper decision, will the Ad- 
ministrator modify the 20 per cent. test?” 

The same answer there—see what the de- 
cision says first. I suppose it did give some- 
what of a body blow to any theory of de 
minimis because you can hardly have anything 
more minimus than one-half of 1 per cent, 
which the court said was not enough. 


“Employer had certain employees who were 
considered as exempt. Employer paid supper 
money to all exempt employees but not to the 
nonexempt. Employer subsequently agreed with 
the Wage and Hour Regional Administrator 
that some of these employees were nonexempl. 
The question: May the supper money so paid 
be deducted from back wages?” 

In general, our rule is that supper money 
is not overtime compensation. We would have 
the difficulty if we said it was, among other 
things, of including it as part of the regular 
rate of pay which would throw your regular 
rate of pay off for the particular week i 
which you paid supper money. ‘ 

Therefore we adopted the administrative 
rule that we would disregard for regular sate 
of pay purposes supper money on the theory 
that you did not intend to modify your em- 
ployment contract during a particular wee 
when you were chasing 2 cents, for instance, 
over at the Guaranty Trust Company that you 
failed: to find when you were striking your 
monthly balance and gave the employees some 
supper money to compensate them for that 
period. 

We would just ignore that for regular sate 
of pay purposes. If we did not do that, of 
course, it would enter into the regular rate 0 
pay, would affect it, would make a different 


(Please turn to page 222) 
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Business today faces a more complex 
world than at any previous time in his- 
tory. For this reason management of 
business is a more exacting task than 
ever before. While there are more fa- 
cilities available to help the executive or 
manager in his problems, there are also 
more matters about which mistakes can be 
made. Greater complexity means a 
greater number of decisions; and this 
increases uncertainty and the probabil- 
ity of false judgment. 

A growing number of companies have 
recognized this fact. They have recog- 
nized the need of relieving the pressure 
on the time and judgment of executives 
demanded by spot decisions involving 
policy. To accomplish this they have 
taken time out to think through many 
of the recurring type of questions that 
may come up. They have taken the 
trouble to think of the business as a 
whole, its standing, its objectives, its 
future and its pdssibilities under vari- 
ous alternative lines of action; and have 
answered the questions in the light of 
the practical conclusions thus reached. 
This has represented policy-formation. 

No business of any appreciable size 
can operate successfully by rule-of- 
thumb methods today. It is as impor- 
tant to take stock of the intangible fa- 
cilities that management must work 
with if it is to do a creditable job as it 
is to take periodic inventory of raw ma- 
terials and finished products. Company 
policies are instrumentalities of manage- 
ment and should be regarded as among 
the most basic of its assets. 

_ This managerial stock-taking’and plot- 
ting of a definite course has given point 
and direction to company operations 
and has helped guide executives by a 
common compass. It has increased the 
goodwill both inside and outside the 
company. The forward thinking thus 
practiced has also forestalled many com- 
plications and simplified managerial 
problems. By working according to 
well-founded policies thus established, 
the talents of executives could be de- 
voted more fully to seeing that opera- 
tions met objectives. The companies 
came to stand for something and gained 
more definite status in their fields. Com- 
petitively, they became stronger because 
they knew what they were doing. If 
they made policy mistakes they learned 
about it sooner than before and could 
make necessary changes before too much 
damage had been done. Publicly, they 
brought credit not only to themselves 
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but on the business enterprise in gen- 
eral by exhibiting integrity, purpose and 
responsibility. 

Whether a company should formu- 
late its policies and reduce them to writ- 
ing is itself, however, a question of pol- 
icy. The matter is not one that should 
be decided off-hand or without studying 
the probable effects of the undertaking. 
It depends in part on the character of 
the company: whether it is a manufac- 
turer, a wholesaler or retailer or a serv- 
ice organization such as an insurance or 
banking company; whether it is large, 
medium or small; whether it has 
branches, agents or representatives, and 
how many; etc. 

However, whether it is worth doing 
depends in greater part on the scope 
and complexity of activity. If the lati- 
tude is narrow or if the operations and 
relationships are simple, there is less 
room for alternative policies. If they 
are complex and broad in scope, the 
need for definite policies is much greater. 

Every company, of course, has some 
sort of policy to guide its activities, 
whether this policy is consistent or not, 
consciously followed or kept in the 
background. Otherwise no consistency 
or continuity of action would be possi- 
ble. Some companies have quite defi- 
nite policies in some fields of activity 
but not in others. Sometimes policies 
cover all phases of activity but may be 
ambiguous, obscure in spots or lack uni- 
formity. In other cases the policies may 
be partially committed to writing while 

the remainder are made known orally 
to some but perhaps not all executives 
who should be acquainted with them. 
Some parts may be released to the pub- 
lic as a part of the company advertising 
while others are not mentioned, as not 
suitable subjects of public relations. Yet 
other concerns have gone all the way 
and committed their policies to writing, 
covering a wide range of activity, such 
as distribution, sales, credit, prices, qual- 
ity, administrative matters, wages, work- 
ing conditions, etc. But it must not be 
thought that this act of writing has been 





the end of it; for policies require re- 
vision from time to time and are sub- 
ject to refinement and restatement ac- 
cording to experience and changes in 
business practices. 

It is not possible to lay down specifi- 
cations as to the size a company should 
attain before it is advantageous to write 
out its policies. Several guiding prin- 
ciples can, however, be laid down: 


1. The Number of Executives Who Must 
Make Important Decisions 

The larger this number, the greater 
the need for written policies. Policies 
that are not written down are subject to 
more frequent misinterpretations than 
those that can be consulted and read 
when a question arises. The greater 
the number of executives who make de- 
cisions without policy guidance, the 
greater the frequency of different inter- 
pretations. It is also more difficult to 
hold executives responsible for those of 
their decisions that involve policy, if no 
written policy is in existence. Finally, 
policies are least easily and accurately 
disseminated, the greater the number of 
executives who must be informed. The 
written policy goes far toward over- 
coming this difficulty. 


2. The Variety and Class of Customers 

A company that has few customers or 
customers who fall into the same gen- 
eral class has less need of written poli- 
cies than one whose variety and class of 
customers require a variety of decisions 
from the executives. Where customers 
are numerous and vary in character so 
that different treatment is necessary, as 
may be the case if they fall into differ- 
ent industries or different channels of 
trade or vary greatly in size or have dif- 
ferent credit-standing, more decisions 
are required from day to day than if 
the distribution system were simpler. 
Written policies then represent econ- 
omy of time and lead to greater uni- 
formity of customer treatment. 

A somewhat similar condition exists 
where a variety of products or services 
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is offered. Different products may re- 
quire different treatment in many im- 
portant respects. Moreover, variety of 
product or service tends toward a vari- 
ety of customers. 


3. Separation of Executives 

Executives working in close proximity, 
compared with those working at con- 
siderable distances from each other, 
have a better opportunity of working 
to a common end without written guid- 
ance, especially if the number is small. 
Distances by which executives are sep- 
arated are important because of the 
amount of time lost in referring ques- 
tions back and forth. Delays in deci- 
sions are disruptive of steady operations 
and tend to demoralize active and ener- 
getic executives. Furthermore, corre- 
spondence between a head office and its 
branches on controversial issues opens 
opportunity for disagreements and con- 
flicts that might be forestalled by pre- 
determined policies on such subjects. To 
be sure, written policies do not over- 
come all the need for reference of ques- 
tions to the head office but keep the 
number at a minimum. : 

From these principles it is apparent 
that if a company’s business justifies 
considerable executive specialization, 
greater efficiency can be promoted by 
putting company policies into writing. 
If there are a dozen or more executives 
this is almost certainly so, when by ‘‘ex- 
ecutives’” we mean president, vice pres- 
idents, secretary, treasurer, controller, as 
well as departmental or divisional man- 
agers or directors, such as sales mana- 
ger, advertising manager, director of in- 
dustrial relations, research director, pro- 
duction or works manager and others. 
It is not enough to provide practice 
manuals, as 1s done by some corpora- 
tions, valuable as these may be. 

Many unforeseen questions arise in 
the course of any business and some of 
these will require policy decisions. A 
statement of past practice does not cover 
such contingencies. If a policy does not 
exist (1) either time will be taken to 
arrive at one on the point in question, 
in which event time will be lost and 
the policy-decision will be a piece-meal 
affair; or (2) a decision will be reached 
without reference to policy, in which 
case it may bear little or no relation to 
previous decisions by the same person 
or to decisions by other executives; and 
yet the effects may reach the same cus- 
tomer or group of customers, or, if it 
is an administrative matter, it will con- 
fuse, irritate and possibly demoralize 
those of the subordinate officials who 
are most wide awake and keep abreast 
of company decisions. In either event 


the result is unfortunate and reflects ad- 
versely on the company. Obviously, it 
is much better to attack the whole mat- 
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ter of policy-formulation as a serious 
program, to be started at some definite 
date and then carried through to com- 
pletion in a reasonable period of time. 

The separation of a company into a 
number of branches or divisions spread 
over a considerable territory increases 
the need for well-defined policies. The 
natural tendency to antagonism between 
the head office and the field is often so 
strong that it is worth exercising extra 
care to eliminate the usual sources of 
such conflict. 

When the branch or divisional office 
or branch plant is justified in saying 
“They expect us to make decisions but 
don’t give us a clue and then criticize 
us if we go ahead in our own way and 
it turns out bad’; or when the head-of- 
fice can truthfully say “Our branch man- 
agers either don’t stand on their own 
feet or else are too independent of the 
rest of the company. Some of them 
run to the head office for every little de- 
cision; others act as if they owned the 
company and only come to us when 
they get into a jam’—when such re- 
marks reflect actual conditions, it is 
symptomatic of bad policy handling. 
Either the policies are not formulated, 


or if formulated are withheld, or, if. 


passed on, are so poorly set forth that 
they lead to unhappy experiences in the 
field. Honest first attempts to follow 
them often result in misunderstandings 
with the head office. Thereafter the 
difident throw all questions of impor- 
tance back to the head office while the 
stronger men take the bit into their 
own teeth and operate as independently 
as possible. A sense that things are up- 
set gains headway under such condi- 
tions and the feeling is frequently ex- 
pressed that the head office does not 
know what it is doing. A typically bad 
head-office-versus-the-field relationship 
springs up and the company becomes 
virtually divided against itself. The 
formulation of policies and their ex- 
pression in clear terms would help 
greatly in avoiding or overcoming these 
frictional relationships. If the undesir- 
able attitudes should persist it would be 
indicative of bad executive practices in 
other respects or of faulty executive 
personnel, including actual incompetence. 


WRITTEN APPROACH 


When the question of formulating 
definite policies and reducing them to 
writing is under consideration, the 
question that should be answered in 
each instance is: How many people 
make decisions in matters that affect the 
welfare of the company and the stand- 
ing of the business in important aspects, 
and how can these executives best be 
guided in reaching decisions without 
too much waste of their time, without 





creating conflicting or inconsistent com. 
pany practices or wearing out the top 
executive by referring too many ques- 
tions to him? 

If the facts disclose a sufficiently com. 
plex set of relationships both within 
the firm and from the firm outward to 
suggest the need of crystalizing policies, 
it follows that it is also desirable to 
commit them to writing. Verbal guides 
are inadequate under such conditions 
and merely lead to trouble. 

Several questions will arise when pol- 
icy-writing is decided upon. For exam. 
ple, what subjects are to be covered? In 
what detail should the selected subjects 
be treated? Who should be furnished 
with the written policies? How recon- 
cile policies with existing practices or 
vice versa? How best promulgate the 
policies decided upon? 

Once more we should look for guid- 
ing principles. 

Those subjects should be covered in 
which important decisions must be made 
or where it makes a real difference to 
the company whether a matter is te- 
solved one way or another. Thus there 
may be need of a financial policy: for 
example, such a policy has a bearing on 
the possibility of expansion. An expan- 
sionist policy has definite effects on cus- 
tomer and public relations, and may af- 
fect employee relations as well. It may 
influence the thinking of executives all 
down the line, since it throws a light 
on the future. But if this policy is not 
known, the effects are lost, all around. 
Obviously (to turn to another of the 
subjects that should be covered by pol- 
icy), sales policies exert a great influ- 
ence on salesmen as well as on custom- 
ers and distributors. Advertising pol- 
icy is no less influential in its effects on 
the company. 

As there are different ways of dispos- 
ing of financial, sales and advertising 
problems and since the method adopted 
will be reflected in the future progress 
of the company, it is desirable to reach 
a decision by which action is to be 
guided. Other subjects, including in- 
dustrial relations, should be put through 
a similar strainer. It can thus soon be 
determined what subjects or activities 
should be covered. A definite policy on 
industrial relations, for example, will 
provide guidance in a field that is too 
often left without sign-posts and too 
frequently begets troubles for which no 
one is prepared. In this difficult sphere 
forward thinking is especially desirable 
because of the wide difference in effects 
of harmonious as contrasted with bad 
relations on the company’s welfare. 


In What Detail Should Policies Be Elab- 
orated? 

Generally speaking, it is better to be 

terse. A short, clear statement is better 
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than a long one. This does not mean, 
however, that the subjects are to be 
treated lightly. Quite the contrary. The 
formulation of a brief, clear statement 
requires more thought than a longer 
one. The statement should be limited 
to the points about which later opera- 
tional decisions will revolve. Some- 
times these cannot all be foreseen. 
Amendments and revisions should there- 
fore be contemplated. 


Who Should Be Furnished with Written 
Policies? 

The question now answers itself. The 
executives who are responsible for im- 
portant decisions on a given line of ac- 
tivity should be supplied with the poli- 
cies relating to that activity. The higher 
executives, who are concerned with all 
the activities, should, of course, be pro- 
vided with the entire set of policies. 
Certain policies which have a bearing 
on industrial and on public relations 
may be given wider dissemination. In 
each case, however, considerable care 
must be exercised over what is released. 


How Reconcile Proposed Policies with 
Current Practices? 

It will be found in the formulation of 

policies in a going concern that some 
difficulty will be encountered in untan- 
gling policy from existing practices. 
Minor executives have or should have 
on hand practice manuals. These gen- 
erally represent a codification of prac- 
tices that have accumulated over a pe- 
tiod of time, kept up to date in various 
degrees of perfection, and should not 
be confused with procedure manuals. 
A policy is a guide by which a decision 
is reached. The decision that establishes 
ptactice is an operational decision based 
on policy. What is to be done when a 
given set of circumstances arises be- 
comes a matter of practice after (1) a 
decision has been reached within the 
framework of the policy on the subject 
and (2) the results have been recorded 
for future reference. Procedure sets 
for the method by which the practices 
are to be carried out: so and so will do 
thus and so, sending the action copy 
forward to someone else, with remain- 
ing copies distributed in a given man- 
ner, etc. 
_As previously indicated, where prac- 
tices have been under way, as in a go- 
ing concern, some sort of policies must 
have been in operation, no matter how 
faulty they might have been. 

When it is decided to write company 
Policy in such a going concern, how 
bring these policies into the open so 
that they may be examined, appraised 
and accepted, modified or rejected? 

Because the establishment of definite 
Policies without reference to existing 
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practices would disrupt many current 
activities, it 1s preferable to begin with 
the practices and work backward. This 
can be done by surveying current prac- 
tices on given subjects, recording them 
and then examining them for uniform- 
ity, irregularity and conflicts. A given 
division (of branch plant or head of- 
fice) should be asked to carry out such 
a survey and to arrive at a recommended 
practice, covering the principal activi- 
ties in its field. If the examined prac- 
tices are found to be uniform and sound 
they should be recommended for con- 
tinuance; if they are found to vary, a 
decision should be reached in the divi- 
sion as to which practice is superior. 
After all practices have been examined, 
recommendations covering them all 
should be made. 

These recommended practices should 
represent the best divisional judgment 
and should then come forward for re- 
view by the executive committee of the 
company. The recommendations, ex- 
plained and defended by the divisional 
director, should be examined by the ex- 
ecutive committee for their reflection of 
policy. If they are found to be sound 
practices, the policy or policies reflected 
by them should be formulated clearly. 
If, on the other hand, the recommended 
practices are found to be unsound or 
lacking in some respects, the whole sub- 
ject should be studied with the assist- 
ance of the division concerned, and 
modifications made in accordance with 
the final conclusions. The implied pol- 
icy or policies from which the modifica- 
tions arose should then be formulated 
as in the other instance and reduced to 
writing. : 

In this manner all divisions or branches 
of the company can be reviewed and a 
complete set of policies arrived at, with 
the least disruption of activity. Par- 
ticipation by the branch plants or terri- 
torial divisions should be fully assured. 
The sense of participation thus gained 
by them will of itself do much to bridge 
the gap between the head office and the 
field and improve mutual understand- 
ing of common problems. After the 
policies are properly approved they 
should be set down in appropriate form 
and distributed. 

The company’s standard practice man- 
uals, if they exist, should then be re- 
vised to reflect any modifications de- 
manded by the newly promulgated pol- 
icies. 


What Advantages Are To Be Gained 
from Policy Formulation? 

Definite policies give a company dis- 
tinct guide posts to show the way to de- 
sired objectives. The policies are not 
of themselves objectives, but represent 
ways of arriving at them. They make 
it possible, when consistent and clear, 


. 
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to take stock of company activity from 
time to time. Perhaps results of oper- 
ations indicate that something is not as 
it should be. It may be difficult to get 
at the root of the trouble. Perhaps pol- 
icies should be changed? But in what 
field and how? If policies are indefi- 
nite or confused it will be difficult to 
isolate the cause of unsatisfactory re- 
sults. When they are definite and ad- 
hered to, their effects are more readily 
determined. It is easier to ascertain 
what aspects of policy should be modi- 
fied in order to make improvements. 

Well-established policies lead to more 
economic operation, both by making 
possible greater delegation of author- 
ity and by avoiding delays that inevita- 
bly accompany requests for decisions 
that need not be the subject of corres- 
pondence in the first place. Greater 
simplicity is achieved when definite 
guides are furnished executives who 
must make decisions. Executive rela- 
tions are more readily maintained on a 
healthy level. ‘The creeping inefficiency 
that comes from fear of taking decisive 
action is allayed. The friction that 
springs from “buck-passing” that, in 
turn, arises from unwillingness to take 
a firm stand on uncertain and shifty 
ground, is reduced, if not eliminated. 
The inevitable confusion that radiates 
from conflicting and inconsistent de- 
cisions is either cleared up or the dis- 
covery of its source greatly facilitated. 
A clean-cut and effective organization, 
which will be more profitable, is more 
readily built and maintained. 

It takes hard thinking and determined 
purpose to carry through such a pro- 
gram. Much, however, will be gained 
by way of superior discipline and im- 
proved morale, beyond the more obvi- 
ous results that have been mentioned. 


* * * 


Strikes and Pay: 
How It Works 


A group of workers earning $1 an hour go 
on strike. 

Management offers them a raise to $1.12 an 
hour. The workers refuse. 

After eight weeks, Government steps in and 
awards the strikers 18 cents an hour. Both sides 
accept. 

It will take three years before the six-cents 
spread, between the company’s original offer 
and the government award, compensates the 
workers for the loss of eight weeks’ pay. 

This hypothetical illustration is contained— 
in Labor’s Monthly Survey, an AFL publication. 


* oa * 


Tax Collectors in Connecticut have been go- 
ing to school. A special course was offered 
with three purposes in view: (1) as a refresher 
course for experienced collectors; (2) to better 
acquaint recently elected or appointed collectors 
with the statutory means at their disposal and 
the best procedures for good collection policies ; 
(3) to provide collectors an opportunity to be- 
come acquainted in detail with the extensive 
legislation relating to their office. 








Controllers’ Views on Accounting for Fully 
Amortized Emergency Facilities 


An article appeared recently in “The 
Journal of Accountancy” by Carman G. 
Blough, Research Director of the Ameti- 
can Institute of Accountants, on “Ac- 
counting for Fully Amortized Emergency 
Facilities Having Substantial Continuing 
Usefulness.” It was pointed out in that 
article that substantial amounts of facili- 
ties covered by certificates of necessity are 
to be used by the companies involved, in 
postwar operations. The article said: 


“When their costs have been written off in 
the accounts at the same rates as in the tax re- 
turns, companies, in many instances, may now 
be faced with an important accounting decision 
between (a) restating the accounts in such a 
manner that.a portion of the cost of the facili- 
ties will be carried forward to be charged off 
over the future periods during which they are 
expected to be in productive operation, and 
(b) retaining the facilities in the accounts at 
the nominal amount to which they have been 
written down,” 


It continued: 


"In cases in which the values of the emer- 
gency facilities are thus found to be relatively 
not significant, restatement may not be impor- 
tant. But when the emergency facilities have 
been amortized in the accounts to the point that 
the difference between their carrying value and 
their actual value to the enterprise is signifi- 
cant in relation to the business as a whole, it 
is believed that a restatement of the accounts 
is proper.” 


The article pointed out that accepted 
accounting practice dictates that the cost 
should be matched against the revenues 
obtained from the services. Otherwise, 
misleading conclusions might easily be 
drawn. It added that the balance sheet 
should reflect a fair amount for important 
facilities among the assets so that they 
may be given their proper significance in 
an appraisal of the company’s financial 
condition. Important facilities should not 
be omitted or grossly understated. Other- 
wise, the financial statement would not be 
a fair report of the management's steward- 
ship. The enterprise might appear to be 
more profitable than it really is. Facilities 
maelad for war production were purchased 
or constructed without regard to their 
‘long-term usefulness. The article stated: 


“From an accounting standpoint, there is 
nothing inherent in this grant of privilege 
which would require the depreciation or amor- 
tization of the emergency facilities upon a differ- 
ent basis than. would have been proper had no 
certificate of necessity been issued, provided 
due recognition is given to the proper alloca- 
tion of the difference between the taxes paid 
and the taxes that would have been paid had 
book income been reported as taxable income.” 


It added that it is recognized that under 
most circumstances costs, once identified 
and discharged through amortization, de- 
preciation, or otherwise, are not subject to 


further accounting, and that normally cor- 
rections of estimates affecting depreciation 
deductions should be reflected in revised 
charges for later years. The article added: 


“When the differences are as great and the 
effect upon the financial statements are as ma- 
terial as ‘they are in many instances involving 
emergency facilities, however, it can hardly be 
said that the circumstances are normal.” 


The article stated further: 


“Underestimates of the useful life of some 
assets are generally found to be offset by over- 
estimates of others, so that in the annual oper- 
ating results little of significance would be ac- 
complished by such a restatement. 

“With respect to emergency facilities, how- 
ever, the effects are likely to be quite different. 
The presumption of loss of value that ordi- 
narily exists with respect to the depreciation of 
property under normal conditions is not present. 
In many instances the amounts involved are so 
great that it is not only possible but very prob- 
able that they would have a significant effect 
upon the financial statements. Actually the end 
of the war reveals a wide range of situations. 
Some companies have certificates of necessity 
to cover only relatively minor portions of their 
operating facilities while others have certificates 
covering large parts and sometimes all of their 
peacetime pa Clearly the same procedure is 
not required in each case, As stated earlier, in 
considering the desirability of restating amor- 
tization, the amounts involved are always de- 
ciding factors. When the facts are such that 
the results of restating the accounts would have 
a relatively unimportant effect upon the com- 
pany’s financial statements, there would seem 
to be no greater need for adjustment than in 
the case of the usual differences that are to be 
found in most depreciation accounts.” 


The point was made in the article that 
responsibility for the determination of the 
amount of the value of emergency facili- 
ties rests with the corporation and that re- 
stating such assets would not amount to a 
write-up. It is added that no formula can 
be used in making a determination of a 
facility's usefulness and value for the fu- 
ture operations of the company as a basis 
for making the allocation and that the value 
sought is one that will be appropriate for 
the purpose of restoring the significance 
of the accounts and does not call for an 
exactness such as would be needed for 
establishing a sales price. 

The point was made further in this arti- 
cle that in most cases the persons most 
competent to make the kind of valuation 
that is required for this purpose are the 
company’s own engineers, officers, and di- 
rectors, but the public accountant, how- 
ever, will be expected to review critically 
the reasonableness of the methods fol- 
lowed by the management in making its 
determination and of the final results. 

It must not be forgotten that in many 
cases, the article pointed out, emergency 
facilities may have cost more than their 
fair value for peacetime operations. It 
adds: 
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“One very important bens to be considered 
under any circumstances is the fact that no tay 
deduction for depreciation of the emergency 
facilities will be allowed in future years if de. 
preciation deductions have already been taken 
for tax purposes during the emergency period. 
This reduction of prospective income due 1p 
greater taxes is, of course, a significant factor 
in determining the economic usefulness of tk 
property and provision must be made in th 
accounts to recognize this loss of future tay 
benefits.” 


The amount to be restored, when it is 
decided that carrying value of facilities 
should be adjusted, might appropriately 
be used to create a reserve to equalize the 
loss of future tax benefits, and to offset 
losses on properties which must be aban- 
doned; also that any balance remaining 
should be restored to earned surplus, 
either directly or through income as may 
be appropriate under the circumstances. 

The article concluded that the solution 
of the problem of accounting for fully 
amortized emergency facilities must be 
based upon something more than a rigid 
application of any dogmatic rule or con- 
vention, and that professional judgment 
is of greater significance than rules of 
thumb. 

The above is a summary of the article. 

The Controllers Institute of America 
was requested to obtain opinions, concern- 
ing the article, from its Committee on 
Consideration of Problems of Mutual In- 
terest with the American Institute of Ac- 
countants. The following are the substance 
of some of the opinions obtained: 

One controller writes: 


“There can be no particular quarrel with Mr. 
Blough’s conclusion as expressed on page 11 
and I find myself in accord with the position 
taken. The accounting problems created by the 
tax privileges offered through accelerated 
amortization of war facilities are out of the 
ordinary and undoubtedly should find their 
solution in light of local circumstances. What 
has been done as a practical matter, so far as! 
can ascertain, may be classified somewhat as 
follows: 

“(1) Some companies accounted for the 
facilities on their corporate books according to 
normal depreciation or amortization rates and 
accelerated for tax purposes only. 

(2) Some companies accounted for the 
facilities for both tax records and their corpor- 


ate books uniformly and consistently at the F 


accelerated rates allowed for tax purposes. _ 

(3) Some companies offset the tax saving 
realized by contra-reserve account entries [0 
other than depreciation reserves, or by charges 
to income deductions and concurrent credits to 
surplus. j 

(4) Variations and combinations of all of 
the above three classifications with and with- 
out any particular attempt at disclosure. 


“As usual, perhaps, the companies which at- 
tempted to do the best or most meticulous }0 
found themselves in the greatest difficulty 
Companies which keep their tax peculiarities © 
separate pockets. and do not attempt to ei 
closely reconcile what happens in that field wi 
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what should occur in their corporate accounts 
have had less difficulty. 

“Two things about Mr. Blough’s statements 
seem worthy of particular comment. 

“First The sentence on page 2 and quoted as 
follows appears to need some clarification: 

‘Conservatism is no longer thought to be 
atained by an understatement of assets which 
results in an overstatement of income.’ 

“Possibly, the insertion of the word ‘future’ 
before the word ‘income’ would somewhat 
darify the statement. Of course, to understate 
an asset im a paem accounting period 
means, because of the double entry process, an 
understatement of income rather than an over- 
statement. It is true, however, that an under- 
statement in one period would, assuming the 
continuity of the enterprise, result in an over- 
statement in some future period. However, per- 
haps the most substantial quarrel is not with 
the way the statement is phrased but with the 
assurance of the writer that he is correct in the 
view expressed. Perhaps many accountants 
might agree with Mr Blough’s statement that 
the principle or ‘standard of conservatism’ is on 
the wane, but personally I feel that the stand- 
atd is so deep rooted in accounting that the 
idea expressed by his statement cannot be fully 
substantiated in practice. 

“The second point in Mr. Blough’s statement 
that bothers me is that the premise stated on 
page 1 appears, at first blush, to apply to an 
accounting process, now thought to be some- 
what obsolete; that is ‘the direct writedown 
method’ of amortizing cost. Thus we quote: 

“When their costs have been written off in 
the accounts at the same rates as in the tax 
returns, companies, in many instances, may now 
be faced with an important accounting decision 
between (a) restating the accounts in such a 
manner that a portion of the cost of the facili- 
ties will be carried forward to be charged off 
over the future periods during which they are 
expected to be in productive operation, and 
(b) retaining the facilities in the accounts at 
the nominal amount to which they have been 
written down,’ 

“Is it not the prevailing practice to account 
for asset costs applicable to particular income 
petiods not by writing down the assets them- 
selves, but by the establishment of reserves 
through expense accruals? Such reserves are 
not supposed to measure accurately the diminu- 
tion of the assets themselves but rather to 
afford the corporate set-up sound protection 
against their possible loss or diminution in 
value and, of course, the’ provision for ultimate 
retirement. Thus can it be said, because a de- 
preciation reserve account has been created 
which is excessive, that this circumstance neces- 
sarily means that assets have been written off. 
Certainly, there is room for doubt. In any event, 
the reserve mechanics of accomplishing the dis- 
tribution, amortization, or better yet the match- 
ing of cost against period revenues appear to 
be the most desirable form of mechanics. 
Should at any time the reserves appear to be 
seriously overstated and thus the net assets 
Ptesented as an absurdity, the proper account- 
ing action would seem to call for either (1) a 
cotrection of the reserve account to surplus, or 
(2) the diminution of the current provisions, 
thus gradually effecting a correction.” 


Another controller writes: 


“Mr. Blough has made a very comprehensive 
and logical review of this problem and I am in 
complete agreement with his conclusions. You 
specifically asked for comments and the follow- 
ing are not in. the nature of other suggestions 
but more of a brief summary of impressions 
after reading his article. 

In considering the valuation, or revaluation, 
of assets constructed and substantially written 
off during the war, primary consideration must 

Siven to the presentation of a balance sheet 
aNd an operating statement which will reflect 
fom year to year figures which are comparable 
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and which have the same basic foundation. As 
pointed out by Mr. Blough, ‘The presumption 
of loss of value that ordinarily exists with re- 
spect to the depreciation of property under 
normal conditions is not present. In many in- 
stances the amounts involved are so great that 
it is not only possible but very probable that 
they would have a significant effect upon the 
financial statement.’ 

“Assuming that the amounts involved are 
substantial it then bécomes necessary to estimate 
the total valuation of the assets involved to be 
set up in the assets accounts. The maximum 
stated value should certainly not exceed original 
cost less normal depreciation. The determina- 
tion of the new value must take into considera- 
tion the following factors: 

"1. Normal Depreciation 

"2. Operating Costs of the Assets 

"3. Estimated Life. 


“In considering the first factor it appears that 
depreciation should be charged which is ap- 
proximately in the same ratio to operating ex- 
penses as has been the case in the past. This 
will maintain a comparable operating picture 
for the company. 

“In considering the second factor, i.e., oper- 
ating costs of the assets, a determination must 
be made as to whether the utilization of the 
war constructed assets will result in substan- 
tially higher costs because of the purposes for 
which the conditions under which they were 
constructed. 

“The third factor to be considered is the 
estimated life of the assets. It is quite likely 
that this may vary from the expected life of 
similar assets of the company because of the 
conditions under which they were constructed 
and used. The revaluation should therefore be 
to an amount such that normal depreciation ex- 
penses may be charged over the expected life 
of the property. 

“The valuation to be set up is thus basically 
determined not by cost of replacement values 
but is that figure which will result in normal 
operating costs. 

“This policy will result in presenting as 
clearly as possible financial statements com- 
parable from year to year and reflecting in the 
best judgment of the management the position 
of the company as a going concern. Stockhold- 
ers, future stockholders, bankers, and employees 
will then be presented a true operating picture 
and one from which, insofar as it is possible, 
has been removed the maladjustments caused by 
the war period.” 


Another controller writes: 


“It is my personal opinion that the cost of 
these facilities should not be reinstated and 
charged off during the current period. It is my 
belief that the total cost of emergency facilities 
and the reserve for amortization should be 
shown on the balance sheet for purposes of in- 
formation and notification to all investors or 
people interested therein, that these facilities 
have been fully amortized. 

“If it is going to be the policy from an ac- 
counting procedure to reinstate these values and 
depreciate them over future periods, there is 
no reason why the same line of reasoning 
should not be carried to all other assets which 
have been depreciated in the past in excess of 
actual operating values. Should we follow that 
line of reasoning in our accounting, we would 
be continually reinstating values for depreciated 
assets covering prior years and be in a contin- 
uous turmoil as to the accounting procedure in 
connection with our operations. 

“It seems to me that if the various parties are 
given full information on the balance sheet as 
to the total cost of emergency facilities and 
show that they are fully amortized, they can 
use their own judgment.” 


Another controller writes: 
“This matter is just one of the numerous 
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problems that seem to arise so regularly in re- 
cent years. This company has always had quite 
a substantial amount of fully depreciated assets 
in use. This has been a result of a conservative 
depreciation policy which may or may not be 
defensible. From time to time we have felt that 
we should give some recognition to the matter 
of the use of these assets in production without 
the inclusion of any charge for depreciation in 
our costs. Whenever this has been investigated, 
we have usually concluded that the effect was 
not great enough to influence cost to any 
marked degree. We realize, of course, that if 
fully depreciated assets should become concen- 
trated in some particular department, the costs 
might be considerably distorted. In our case, 
however, they seem to be spread pretty gen- 
erally through all of our asset classifications 
and through all of our manufacturing depart- 
ments. 

“The amount of fully amortized emergency 
facilities represents less than 25 per cent. of the 
total of our fully depreciated assets at the close 
of the year 1945. A considerable portion of the 
emergency facilities were buildings which nor- 
mally would carry a low rate of depreciation 
and for that reason would not have a great 
effect on costs. 

“It is my opinion that in our case it will be 
unnecessary to give any special recognition to 
the fully amortized emergency facilities as such. 
I do admit that we have a problem in that we 
are accumulating such a large amount of fully 
depreciated assets, and I think that the way to 
correct this is to study our depreciation rates 
and adjust them, so that they are more in line 
with the actual experience we are having as to 
the useful life of the various asset groups. 

“I do not feel that we have been particularly 
helpful, but it seems that there are likely to be 
many different treatments of fully amortized 
facilities from an accounting standpoint, all of 
which will probably be based on circumstances 
that surround the particular case.” 


Another controller writes: 


‘‘My information is that there are hardly any 
two companies in the same situation in respect 
to. emergency war plant and that any attempt to 
standardize the procedure will be deplored by 
practically everybody. The article comprises an 
interesting discussion of the problem and the 
‘conclusion’ contained in the two closing para- 
graphs provides a good out for all concerned.” 


Another controller writes: 


“T have fead Mr. Blough’s statement. I have 
no comment to make and one can only agree 
that Mr. Blough is correct in principle. How- 
ever, it should only be in cases where the 
‘emergency facilities’ have been written off in 
the accounts and in the tax returns and they 
represent a very substantial part of the peace- 
time plant that an adjustment in the accounts 
would appear to be indicated. Of course, that 
is just what Mr. Blough says.” 


Another controller writes: 


“We had about $7,000,000 of Emergency 
Facilities which at September 30, 1945 had 
been amortized to the extent of about $4,000, 
000, leaving about $3,000,000 unamortized. Of 
this latter amount, under the Internal Revenue 
Code, $1,700,000 is applicable to prior years 
and $1,300,000 to the year 1945. We will have 
an estimated tax refund due us for prior years 
of $1,400,000. It is our intention to charge the 
difference of $300,000 to a reserve for ‘addi- 
tional Costs arising out of the war’ which had 
been created in prior years. The $1,300,000 ap- 
plicable to 1945 will be charged against 1945 
profits. We, therefore, come to the end of 1945 
with the entire $7,000,000 of facilities fully 
amortized. We propose to show this item on 
our published balance sheet as $7,000,000 of 
fixed assets, $7,000,000 of amortization, and 
zero balance. 
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“Recognizing the fact, as Mr. Blough points 
out, that while these facilities did cost $7,000, 
000, their value in future usefulness should be 
based on a realistic appraisal. We are having 
such an appraisal made by our operating depart- 
ments to determine the amount of such value 
in future usefulness, taking into consideration 
such factors as excessive original cost, excess 
capacity, adaptation to peacetime use and de- 
preciation. We operate nine divisions, made up 
of over fifty plants, and there is considerable 
variation between divisions and plants in the 
effect the free use of facilities would have on 
operating costs and earnings. For our own in- 
ternal accounts we are, therefore, planning to 
restate the new appraised value of such facili- 
ties on the books of each of our divisions and 
charge against costs depreciation based on esti- 
mates of future useful life. Thus our division 
results will reflect costs and earnings from 
which the entire effect of the facility write-off 
has been removed. In our headquarters division 
(administrative and advisory) books we will 
have offsetting reversing accounts which will 
pick up the credit for the additional earnings 
due to this duplication of depreciation charged 
to divisions. In consolidation the effect is 
washed out, but we will have accomplished our 
purpose of keeping our division operating and 
sales departments conscious of normal costs and 
earnings. 

“The treatment I have described does not 
recognize Mr. Blough’s suggestions that the 
effects of the write-off on balance sheet and 
earnings reports should be disclosed in pub- 
lished reports. I would accomplish that by foot- 
note or comment. So far as the balance sheet is 
concerned, I would show the original cost and 
the full amortization. Future balance sheets 
would, of course, reflect by reduction of both 
amounts any retirements or sales of facilities. 

“I doubt the wisdom of publishing an esti- 
mate of the actual value of such facilities based 
on an appraisal. It places one in the position of 
putting actual values on these facilities, while 
failing to do so on regular plant facilities for 
which, in many instances, the book value may 
be far out of line with actual values. On future 
earnings reports I believe it might be advisable 
to give some information of the effect on earn- 
ings of having had the free use of these facili- 
ties; that is, if the amount is significant. This 
could be accomplished by footnote or comment, 
something along the lines of the following: 


" ‘Cost of sales does not include any deprecia- 
tion on fully amortized emergency facilities 
used in production, which, based on estimated 
values and normal rates would amount to ap- 
proximately $ ‘ 


“When a company has made the choice of 
treating amortization of emergency facilities on 
its books on the same basis as for tax returns, 
I would not favor restoration with consequent 
credit to reserves or surplus. 

“Mr. Blough’s article is very interesting and 
timely, but I do not think that either the ac- 
countants or the controllers should state, as Mr. 
Blough does, that ‘it is believed that a restate- 
ment of the accounts is proper.’ ”’ 


Another controller writes: 


“I am thoroughly in accord with the princi- 
ples enunciated in this statement, and I think 
that the statement represents a very complete 
and carefully thought-out treatment of the sub- 
ject in its theoretical aspects. 

“One thing that the statement does not do, 
and which it probably cannot be expected to do, 
is to give an adequate idea of the difficulties 
which are involved in determining the future 
useful value of emergency facilities. The fac- 
tors involved in fixing a valuation are very 
clearly stated, with the emphasis very properly 
placed on earning power, but in many cases 
when management attempts to forecast the earn- 
ing power of such facilities it is up against an 
almost insoluble problem. It is particularly 
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difficult to determine future earning power 
where the facilities represent an expansion of 
capacity which can only be utilized on the as- 
sumption of a very substantially increased vol- 
ume of business as compared to pre-war levels. 
Another factor that cannot be predicted is the 
pricing policy of competitors who may have 
similar fully amortized facilities; when the 
period of shortages in everything is past, and 
we are back on a really competitive basis, how 
many companies are likely to consider deprecia- 
tion on fully amortized facilities as a cost which 
they must recover in their selling prices? 

“Still another point that might seriously af- 
fect the thinking of management on this ques- 
tion is the attitude of government regulatory 
bodies, particularly the OPA, as to the pro- 
priety of including in costs depreciation on 
facilities which have been fully amortized. This 
is certainly of prime importance for the im- 
mediate future, and with the trend to increas- 
ing government regulation, disputes with labor 
as to actual earnings, ‘ability to pay,’ and the 
like, it is likely to be of continuing significance. 

“In view of the great uncertainties in this 
whole situation, most managements will, I be- 
lieve, be very reluctant to place any substantial 
value on facilities of this kind until the earning 
power has been demonstrated by actual experi- 
ence over a considerable period of time. Per- 
haps this difficulty could be met by having any 
value assigned to the facilities credited to a 
special contingency reserve, rather than to 
earned surplus, deferring the credit to surplus 
until there is substantial evidence that the as- 
signed value is justified. 

“IT think I can sum up my reaction to this 
statement by saying that I believe that the prin- 
ciple is sound, but that it should be applied 
with extreme conservatism.” 


Another controller writes: 


“I have reviewed the paper carefully and 
have given it to one of my associates here in 
the Company who is quite familiar with the 
question. We both agree that Mr. Blough’s arti- 
cle is quite beyond reproach in every respect. 
He is, of course, dealing with an abnormal 
problem which requires an abnormal solution, 
and I think that his paper is excellent.” 


Another controller writes: 


“I have read with interest Mr. Carman 
Blough’s article on ‘Accounting for Fully 
Amortized Emergency Facilities.’ I doubt if the 
utility industry, with which I am associated, is 
confronted with the problem that Mr. Blough 
discusses. However, where a concern has written 
off in its accounts the cost of such facilities 
through amortization deductions taken for tax 
purposes and the facilities have some substan- 
tial value to the enterprise in carrying on its 
business over subsequent years, I agree with 
Mr. Blough that the facilities should be rein- 
stated on the books and depreciated over the 
estimated remaining service life. A basis which 
seems to me proper would be cost less depre- 
ciation sustained during the prior period of 
operation, taking into consideration any extra- 
ordinary depreciation due to abnormal opera- 
tion under the stress of war production, lack of 
adequate maintenance, and possible obsoles- 
cence, but not in excess of present value for the 
purpose for which such facilities will be used 
in peace-time production. 

“The reduction in taxes resulting from the 
amortization of war emergency facilities was, 
in effect, the borrowing for tax purposes of 
future depreciation deductions and, hence, I 
favor, in line with Mr. Blough’s suggestion, the 
creation of a tax reserve to equalize the future 
tax burden by reason of the fact that no depre- 
ciation can be claimed as a deduction in com- 
puting taxable income. As I see it, such a re- 
serve should be determined in the basis of the 
estimated amount of increase in taxes over the 
estimated remaining service life of the facility. 


This, of course, would mean forecasting future 
tax rates, maybe for quite a period of years, |; 
may very well be that during such period , 
concern will have unprofitable years where the 
loss of the depreciation deduction would not 
cause any increase in taxes. Nevertheless, it 
seems to me the tax reserve should be set up in 
the high side, as any unused balance could be 
transferred to surplus at the termination of the 
life of the facility.” 


Another controller writes: 


“I have read over very carefully the state. 
ment, ‘Accounting for Fully Amortized Emer. 
gency Facilities Having Substantial Continuing 
Usefulness,’ which you sent me on January 24 
1946. To me this seems to be a very realistic 
and satisfactory approach to this problem, and 
I feel that Mr. Blough has presented a basis 
upon which a solution may be reached in any 
case where this problem arises. 

“This statement is very timely, and the fol- 
lowing of its recommendations will result in 
reasonable treatment of a condition which has 
arisen out of the war. I have no suggestions 
for changes in this statement.” 


‘Another controller writes: 


“This is an excellent presentation of the sub- 
ject and I have nothing to add to the ideas 
which have been expressed. 

“Obviously each company having to consider 
this question will do so in relation to its own 
individual business and, on account of the great 
difference in the size of companies, an amount 
which would be significant to one company 
would be insignificant to another and, accord- 
ingly, I would recommend that the valuation of 
any fully amortized emergency facilities be con- 
sidered in connection with the significance of 
the revaluation as it might effect the operation 
of the enterprise as a whole and, unless the 
amount involved were large enough to have a 
very real meaning, I believe the item should be 
ignored.” 


Surplus Tool Sale 
Being Speeded 


Sale of surplus machines by the Government 
is being speeded up because of the knowledge 
and experience of tool engineers in helping the 
Federal officials, William P. Kirk, president of 
the National Machine Tool Builders Associa- 
tion, and vice-president of Pratt-Whitney di- 
vision of the Niles Bement-Pond Company, told 
the annual meeting of the Northern New Jer- 
sey chapter of the Amercian Society of Tool 
Engineers recently. 

Mr. Kirk said that in several Government 
surplus disposal offices the tool engineers are 
rendering very efficient service. ‘For war pto- 
duction,” he said, “they added special fixtures, 
jigs and tools to standard machine tools. Now 
they are helping the War Assets Corporation 
subtract this special work from the part of the 
machines that are standard. The special parts 
are as a rule scrapped and the standard patts 
sold at a standard formula price or a salvage 
price, depending upon the condition of the ma- 
chine. 

Emphasizing that the Machine Tool Builders 
Association has done its utmost to cooperate 
with the Government in the disposal and place- 
ment of war-built Government surplus machine 
tools, Mr. Kirk said: “The sooner we can get 
Government-owned machine tools out onto fac 
tory floors and producing on behalf of greater 
volume and lower costs, the better it will be for 
our national economy and for the machine tool 
industry itself.” 

* * * 


“If industry and agriculture will recognize 
their natural interdependence, any strife be 
tween them will end.”—Governor Chauq 
Sparks, Alabama. 
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Job Evaluation 


Job evaluation is primarily a tool of 

rsonnel administration, but because it 
deals with jobs and what is paid for them, 
those classified as managers or supervisors, 
at every level of the organization, should 
have a clear understanding of how it 
works. The emphasis on labor relations 
during the past ten years has brought 
about a widespread interest in, and adop- 
tion of, job evaluation as a basis for de- 
ciding what jobs are worth. Significantly, 
too, some officials of the more progressive 
unions look upon job evaluation as the 
best means available for determining rates 
of pay that are fair to all concerned. In 
brief, both management and labor are rec- 
ognizing more and more that decisions in 
ay matters can be made only when defi- 
nite facts are known about jobs and what 
they require. These facts can be obtained 
through job analysis. 

Job Analysis has been defined as the 

process of determining, by observation 
and study, the exact nature of a specific 
i0b. 
Job Analysis is to determine the pur- 
pose of the individual tasks which to- 
gether comprise the whole job, and also 
to determine the skills, knowledges, abil- 
ities and responsibilities required of the 
worker for successful performance. 


THREE STEPS 


There are three steps in the analysis of 
any job: 


(1) The job must be accurately identi- 
d 


(2) The individual tasks which go to 
make up the job must be completely and 
accurately described. 

(3) The demands which the job makes 
upon the worker for successful perform- 


ance must be completely and accurately 
described. 


_ There are four categories of informa- 
tion which must be obtained and reported 
in order to complete a job analysis. These 
ate: 


1, What the worker does. 
2. How he does it. 
4. The skill involved in the doing. 


The first three categories cover the na- 
ture and extent of the tasks, while the 
last one measures the degree of difficulty 
of the individual task, and defines the 
nature of the required skills. 

A complete job analysis provides man- 
agement with a job description, job speci- 
fications and occupational classification, 
and provides the foundation for job 
Valuation, The most important uses to 
which job analysis may be put are: 
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1. Recruitment and Placement. 
2. Training Program. 

3. Manpower Utilization. 

4. Medical, Health and Safety. 


Job Analysis can provide the medical 
department with information which will 
permit the results of the physical exami- 
nation to be used to better advantage. 
Without such information it is difficult 
for the medical department to recommend 
placement of individuals who may be 
below par physically. 


5. Labor Relations 

A complete job analysis provides man- 
agement with accurate information, based 
on fact, concerning the work which is 
being performed, so that the handling 
of grievances or other labor relations 
problems can be based on facts instead 
of guesswork. 


6. Job Valuation 

As mentioned previously, a thorough 
job analysis is essential in order to de- 
velop the necessary information required 
for setting the proper monetary valua- 
tion on jobs within the plant. 


7. Employee Rating 

In order to appraise an employee's 
work with real accuracy, management 
must first know exactly what the job re- 
quires. Then these requirements may be 
used as a yardstick against which the 
rater may measure the employee’s per- 
formance. A complete, basic job analysis 
provides just such a yardstick, and is 
therefore an invaluable aid in employee 
rating. 


8. Vocational Counsel 


Last but not least, job analysis can 
provide the vocational counsellor with an 
accurate means of recommending suit- 
able work for people seeking employment, 
particularly the youthful, the physically 
handicapped or those without previous 
industrial experience. 

In analyzing jobs it is extremely im- 
portant that they should be analyzed as 
they exist at the time of the job analysis. 
It should make no difference what the 


job has been in the past, or what it may 
be in the future, because an accurate 
analysis cannot be made unless the com- 
pleted job analysis reflects the conditions 
exactly as they exist currently. 

The same philosophy must apply to 
job analysis as must be applied to time 
study. It is obvious that a time study man 
must make the study on the basis of re- 
porting the time involved on the job cur- 
rently being performed, and not base 
the study on something that happened 
last week, or last month, or which may 
happen next year. Either time study or 
job analysis on any other basis than re-: 
porting jobs as they presently exist, would 
defeat the purpose of the entire program: 

Since the very fundamentals of job 
analysis start with the hypothesis that all 
jobs must be studied as they exist at the 
time of the analysis, it is obvious that re- 
studies must be made whenever the job 
changes. A new time study is necessary 
whenever a job changes, so why should 
not a job analyst be called in so that 
he may make any required changes in his 
analysis schedule? 


INTRODUCTION TO JOB VALUATION 


1. What Is Job Valuation? 

Job Valuation is the appraisal of the 
worth or value of a specific job, and not 
an appraisal of the man who may hold 
the job. Job Valuation is also a method 
for determining the worth of each job 
in relation to other jobs within the de- 
partment, the plant or the community. 
Job Values are computed in points and 
then translated into monetary amounts. 


2. What Is Its Purpose? 

The primary purpose of Job Valuation 
is to divide the firm’s payroll so that the 
wages will be distributed equitably 
among the employees in accordance with 
the caliber of the jobs which they per- 
form, and in many cases to reduce the 
number of job classifications to a reason- 
able number with just as few different 
rates as practicable. 


3. How Can a Job Be Valued? 





of the subject. 





STUDY THE JOB 


As an increasingly important factor throughout all industry, job evaluation 
should be well understood by every company official. The observations pre- 
sented in this paper by Mr. Hibbs, which he delivered at the January 10 meet- 
ing of the Toledo Control, should contribute to a more thorough understanding 


—THE EDITOR 
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When specifications for jobs are com- 
pleted they must be interpreted into 
wages and salaries. The systems used to 
translate specifications into wage and 
salary figures fall into one of three 
major divisions: 


(1) job classification 
(2) factor comparison 
(3) job rating 


In the first method jobs are classified 
into groups according to the difficulty of 
meeting their respective requirements, 
and wage or salary ranges are assigned 
to each group. The factor comparison 
system evaluates the factors directly in 
terms of dollars according to their rela- 
tive difficulties. Job rating first measures 
the difficulty of job requirements in terms 
of points according to a definite nu- 
merical scale, and then translates the total 
points for each position into monetary 
figures. The method to be used to evalu- 
ate jobs as adopted by a given company 
will depend upon the nature of the par- 
ticular organization, the time available 
for organizing and setting up a job evalu- 
ation program, the objectives of the proj- 
ect, and preferences of the persons in 
charge (the-job-evaluation committee). It 
may well be a combination of features 
taken from all the systems listed above. 


Job Classification 

Specifications are studied by several 
persons and jobs listed in the order of 
their importance. The rankings are then 
averaged and again ranked. Wage or sal- 
aty figures are then arbitrarily assigned. 
This system is only one step away from 
no plan at all. Western Electric sets up 
pre-determined classes or grades and then 
fits all jobs into these grades. 


Factor-Comparison Method 

Each factor in the requirements of the 
key jobs is evaluated in terms of monetary 
units, and the total wage or salary is the 
sum of the values of all these factors. 
Each member ranks jobs under each factor 
so he has as many ranking lists as there 
ate factors. Main discrepancies ate ironed 
out and then the average rank of each 
job under each factor is found. There 
are two glaring weaknesses in this sys- 
tem: 

1. Cumbersome. 

2. It assumes that the key jobs are 
already being paid fairly. 


Job Rating 

Weighted point rating. If each degree 
of every factor is given the same number 
of points, all factors will have equal im- 
portance and the influence of an individ- 
ual factor will diminish as more factors 
are added. However, in many cases it 
will be apparent that some factors are 
more important than others, and this dif- 
ference is translated into point ratings 
by giving more points to each degree of 
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the mort important factor. In the final 
analysis, the ratio between the total pos- 
sible points for each factor, and the 
points actually assigned, reflects the rela- 
tive complexity and worth of the job. 


ACTUAL EVALUATION PROCESS _ 


Comparative Advantages of Point Ratings 

1. The use of points to express the 
relative importance of jobs forces the 
evaluator to discriminate carefully in all 
the statements he makes. He cannot get 
away with saying that one factor is ‘‘prob- 
ably more important than another,” but 
must make the best estimate he can of 
just how much more important it is than 
the other one. Furthermore, the use of 
points does not limit the comparisons to 
simple multiples or fractions, such as 
three times as important, or half as im- 
portant. 

2. Comparison of factors is more ac- 
curately accomplished by the use of 
points than by means of ranking or classi- 
fications. Ranking gives no indication of 
whether the differences in rank are 
caused by large or small differences in 
importance, and classifications must of 
necessity establish arbitrary dividing lines. 


How Can a Job Be Valued Most Accu- 
rately? 
When valuing any job, consideration 
must be given to the following condi- 
tions: 


A. What does the job require the em- 
ployee to bring to it in the way of 
education, experience, initiative, men- 
tality, eyesight, physical condition and 
sense of responsibility? 

B. To what does the job subject the em- 
ployee in the way of hazards, sur- 
roundings, physical and mental strain, 
ete. ? 


i nese has proved that the follow- 
ing factors will usually cover most fac- 
tory job requirements: 
Hourly Workers Per Cent. 
Skill 50 
1. Experience 
2. Education 
3. Initiative and Ingenuity 
Effort 15 
4. Mental or Visual Demand 
5. Physical Demand 
Responsibility 
6. Spoilage of Materials 
7. Damage to Machines or Equipment 
8. Work of Others 
9. Safety of Others 
Working Conditions 15 


10. Hazards to Self 
11. Surroundings—Environment 


Clerical Jobs Per Cent. 
1. Education 6.4 
2. Special Knowledge or Ability 5.6 
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3. Prior Experience 8.0 
4. Training Time 5.6 
5. Initiative—Ingenuity 9.6 
6. Mental or Visual Effort 9.6 
7. Physical Demands 6.40 
8. Damage to Company Property 48 
9. Company Funds 40 
10. Company Operation 8.0 
11. Safety and Welfare 3.2 
12. Supervision of Others 16.0 
13. Surroundings—Environment— 
Hazards 4.8 
14. Public Contacts 48 
15. Travelling Requirements 3.2 


It is obvious that not all characteristics 


of a job are necessarily of equal impor. 
tance. In order to arrive at the proper 
value of a job, the differences in the rela. 
tive weights of the various characteristics 
must be recognized. While conditions 
may vary from plant to plant, the sug. 
gested weighting which should be given 
to each characteristic in order to arrive 
at an equitable value for each job, will 
suffice in most cases. 


4. 


How should management approach a 
job valuation program? 


When establishing a Job Valuation 


Program the individual company should 
approach it with the expectation of 
achieving: 


a. 


a. 


. Some companies, if they 


A basic wage scale which is as high, 
or higher than the prevailing wage 
for like work in the community; and 
the highest wage scale that the com- 
pany can pay, consistent with reason- 
able profits. 


. A wage structure providing fair rela- 


tionship of one job with another, tak- 
ing into consideration the wages paid 
and the demands of the job. 


. A wage and salary policy which takes 


cognizance of the company’s general 
prosperity or profit position. 


. How should a job valuation program 


be carried out? 

Unless the program is a joint project 
of management and labor, and unless 
first line supervision is in complete 
sympathy with the program, satisfac 
tory results will be very difficult to 
achieve. 


. To be successful, the Job Valuation 


Program should have the acceptance 0 
all levels of supervision and labor. 


. To gain this acceptance the program 


must be sound and it must be fair. 


. To insure its success the program 


should be planned with the utmost 
care and directed by someone well 
qualified by training and actual & 
perience. 

are large 
enough to afford a com aratively 
high-priced expert, may prefer to de 
velop and conduct their own programs. 

(Please turn to page 238) 
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Preparation and Issuance of 
Internal Procedures 


A panel discussion covering the prep- 
aration and issuance of internal procedures 
featured the January 15 meeting of the 
Cleveland Control of The Institute. Be- 
cause of the nature of the subject, the 
meeting was restricted to members of the 
Control and associates in their company. 
Through the cooperation of the Control's 
president, Mr. E. A. Seffing, controller of 


American Greeting Publishers Inc., the 


following digest of the meeting’s delibera- 
tions has been made available to the read- 
ers of “The Controller.” Mr. F. T. Humis- 
ton, controller of Brush Beryllium Com- 
pany, arranged the program and acted as 
chairman of the four-man panel. 

—The Editors 


The first speaker was Mr. Ogden Ash- 
ley (Controller of Cleveland Pneumatic 
Tool Co.) who first presented an outline 
of his company’s business, the organiza- 
tion with which it is conducted and its 
need for the “Presentation and Issuance of 
Internal Procedures.” The speaker stressed 
the importance of careful selection of a 
staff to gather data and prepare a manual 
thereof. He stated that its head and the 
members should know the company’s 
business from -A to Z, be clear thinkers, 
be resourceful, diplomatic and possess a 
cettain amount of imagination. The man- 
ual should be prepared in non-technical 
language, be pone even at the expense 
of brevity and be of loose leaf form to 
facilitate the necessary addition or substi- 
tution of material since such manual will 
never be static. 

Mr. Ashley stated that much of his 
company’s procedure material resulted 
from requests for guidance. The composi- 
tion of the manuals in use varies, in that 
all contain inter-departmental procedures, 
whereas intra-departmental procedures are 
included only in those manuals for use 
within each department, and, of course 
master copies. In Mr. Ashley’s case the 
ptocedure staff is attached to his (the Con- 
troller’s) department and reports to him 
even though it is responsible for the estab- 
lishment of procedures other than those 
telating to accounting. Last, but not least, 
the procedure should be subjected to con- 
tinuous policing to insure compliance, pro- 
Vide interpretation where necessary and to 
revise or amplify certain portions from 
time to time with a view to constant im- 
provement. 

Mr. George L. Horst (Controller of 
Central Greyhound Lines, Inc.) then drew 
4 comparison between Cleveland Pneu- 


matic Tool Co. doing general machining, 
metal fabricating and assembly operations 
under a reasonably compact plant set-up 
and his company’s operations which ex- 
tend over many of the mid-western states. 
Mr. Horst also pointed out that they come 
under the jurisdiction of the Interstate 
Commerce Commission, which prescribes 
much of the company’s way of doing busi- 
ness including its chart of accounts. 

Each of many departments (traffic, 
safety, operating, accounting, mainten- 
ance, agencies, personnel, and such) re- 
quires a separate manual which must be 
very complete due to the fact that they 
operate independently and far from the 
head office. Manuals must also be clear 
and simple since, for example, agencies 
consist largely of gas stations, drug stores, 
restaurants and other small businesses 
which are not very well versed in modern 
business methods. Central Geryhound’s 
problem is further complicated by the fact 
that many people must contribute to its 
manuals because no one or two individuals 
have broad enough experience to qualify 
for the job of complete preparation. In 
conclusion, Mr. Horst said he believed the 
most important single feature of manuals 
was an explanation of why jobs must be 
done a certain way and how each fits into 
the entire scheme of things. 


RETAIL APPROACH 


Mr. Llewelyn Reese (Controller of 
Sherwin-Williams Co.) elected to discuss 
the subject as it related to his company’s 
retail stores which are about 350 in num- 
ber. He insisted that instructions and ex- 
planations be very clear since store person- 
nel were primarily sales minded and were 
inclined to consider accounting, credit and 
other matters unimportant. They selected 
for the task of developing manuals, one 
of their better store managers who had 
long experience with the company and 
gave him carte blanche with respect to 
time, expense and enlisting the help of 
others. This man had performed all 
phases of store operation and had suffered 
from lack of clearly defined procedures 
and instruction. That he did a good job 
was evidenced after the manuals had been 
in use a short time and the company 
thought well enough of his efforts to have 
the manuals copyrighted. 

The advent of World War II, bringing 
new problems and inexperienced person- 
nel, made the value of well developed 
procedures and manuals apparent. Repro- 
ductions of forms, reports, using hypothet- 
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ical cases appear throughout Sherwin-Wil- 
liams manuals which, Mr. Reese stated, 
have been most helpful. Mr. Reese was of 
the opinion that most employees of 
branches and other establishments re- 
moved from general headquarters make 
more frequent reference to manuals than 
those employed at the home office because 
it is not possible for them to merely dial 
a number and get the answer. In closing 
Mr. Reese said he had found that money 
and effort spent in the careful preparation 
of procedures and manuals at the outset 
was saved many times over in the end. 

The last of the panel was Mr. Harold 
Kinsey (District Manager of Massachu- 
setts Mutual Life Insurance Co.) who, al- 
though not identified with The Institute, 
agreed to serve as one who is on the “re- 
ceiving end” of the subject. He sketched 
the growth of his territory, office and per- 
sonnel and recited many of his recent 
problems, one of the principal of which 
was tremendous turnover of personnel. 
For that reason Mr. Kinsey felt that man- 
uals should be prepared in such complete 
and simple form as to qualify them as 
primers for instruction of new employees 
as well as reference books for more experi- 
enced help. He stated that procedure fail- 
ure most often arises from its being 
phrased in too technical language and 
terms, which often results from having 
been written by widely experienced per- 
sonnel who fail to recognize the short- 
comings of beginners. 

Omissions and insufficient coverage are 
other weaknesses of manuals and proced- 
ures, which frequently result from having 
been written by persons not well enough 
versed on their subject. Another weakness 
of the subject is to not cover exceptions 
and explain them fully, as to when they 
apply, what limitations are permitted be- 
fore a case is to be considered an excep- 
tion, etc. Manuals should be so arranged 
that each employee’s copy contains every- 
thing relating to his job and as little as 
possible that is irrelevant. Finally, they 
should be constantly serviced so as to meet 
changing conditions and reflect improve- 
ments in clarity and ‘manner of presenta- 
tion. 

Mr. Humiston opened the discussion 
period, which was comparatively short, 
due, in part, to the excellent coverage 
given the subject by the panel. A brief 
resume thereof follows: 


QO. How should compliance with pro- 
cedure be checked? 


(Please turn to page 216) 








Federal Income Tax Carry-Overs 
and Carry-Backs 


The various aspects of carryovers and 
carrybacks for federal corporation in- 
come tax purposes and the implications 
thereof to management are important 
from the viewpoint of the controller, in 
the light of recent events, namely: 


1. The Tax Adjustment Act of 1945 

2. The President’s Proclamation Septem- 
ber 29, 1945 relating to amortization 
of war facilities 

3. The Revenue Act of 1945 


We shall not try to cover all of the 
technical niceties encountered but will 
bring out the general principals involved. 
For purposes of clarity we will present 
the subject eliminating some of the 
oblique language and double negative 
usage which make the reading of the code 
and regulations so confusing. 

For purposes of the discussion, the sub- 
ject is presented under the following 
headings: 


1. Capital loss carryovers 

2.. Loss carryovers and carrybacks 

3. Excess profits credit carryover and 
carrybacks 

4. Miscellaneous comments 


CAPITAL Loss CARRYOVERS 
ARE UNCHANGED 


There are no recent changes in the 
code regarding capital loss carryovers 
but a brief discussion thereof is indicated 
at this point in order to round out the 
subject of carryovers and carrybacks. 

Capital losses are deductible only to 
the extent of capital gains. However, un- 
used capital losses may be carried over 
for five years. Such a carryover is con- 
sidered to be a short term capital loss in 
the year used. 

Since capital losses or capital loss 
carryovers may only be used against sim- 
ilar gains they are generally effective at 
the capital gain rate of 25 per cent. How- 
ever, there is an important exception and 
that is when the total tax is limited to 80 
per cent. Under this condition the 25 
per cent. limitation on capital gains dis- 
appears and the capital gain picks up the 
80 per cent. tax the same as any other 
type of income. Accordingly, it is impor- 
tant in this situation to avoid the precipi- 
tation of a capital gain unless it can be 
offset with a capital loss. 

In this connection capital loss carry- 
overs should be carefully checked in the 
light of the recent decision in Commis- 
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sioner v. Moore, Inc. CCA5. Under this 
decision it would appear that loss carry- 
overs are to be computed on the basis of 
the law applicable to the year in which 
the carryover is used. 


Loss CARRYOVERS AND CARRYBACKS 
DETERMINATION 


The operating loss carryover was re- 
instated as a deduction in the Revenue 
Act of 1939. In the 1942 act, the code 
was amended to permit a two-year carry- 
back as well as a two-year carryover. 
While the reasons for this legislation are 
not entirely clear, it appears to us that 
the carryback feature was introduced to 
eliminate the pressure on Congress for 
the allowance of inventory and other 
reserves which allowances would be dif- 
ficult to administer. It should be noted 
that while the two-year excess profits tax 
credit carryback has been eliminated ef- 
fective December 31, 1946, the operating 
loss carryback has not been disturbed. 

In computing the operating loss deduc- 
tion applicable to a particular year it is 
necessary : 


1. To determine the net operating loss, 
if any, for the two preceding and the two 
succeeding taxable years. 

2. To determine the amount of the 
carryovers and carrybacks, and 

3. To convert the aggregate thereof 
into the net operating loss deduction. 


The starting point in determining the 
net operating loss is at the net income 
line on the tax return, as finally adjusted 
by the revenue agent including commuted 
amortization as discussed above. This 
amount is adjusted to eliminate: 


a. Percentage depletion. 

b. Wholly tax exempt interest and re- 
lated interest paid or accrued to carry the 
same. 

c. A net operating loss deduction. 

d. Capital losses (applies only to years 


beginning prior to January 1, 1942). To 
the loss is added any excess profits tax 
paid or accrued during the year (applies 
only to years after December 31, 1941), 


The purpose of the last item is not 
clear since there would normally be no 
excess gone tax in a loss year. It might 
be a factor to consider in corporations 
on a cash basis. Another possible situa. 
tion might involve a loss on capital items 
which was not allowable under prior law. 
Applying the present law (under the 
Moore case) there might be an operating 
loss carryover in spite of the fact that 
there was taxable income and an excess 
profits tax in that year. In this connection 
it should be recalled that in 1941 net 
short term losses could not be netted 
against long term gains. Also, losses on 
land used in the business is not a capital 
loss in later years. 

The next step is to determine the por- 
tion of the carryovers and carrybacks 
which may be used in computing the de- 
duction. The loss must be applied first 
to the second preceding year and then 
carried forward (except that the same 
cannot be carried to a year beginning 
ptior to January 1, 1941). Such loss is 
reduced by the net income of an inter- 
vening year after adjusting the same for 
the following: 


a. Add back percentage depletion. 

b. Add back tax free interest. 

c. Add back net operating loss deduc- 
tion. 

d. Deduct excess profits tax 


It should be noted also that the deduc- 
tion for contributions (limited to 5 pet 
cent.) may be changed by the above ad- 
justments. 

The deduction may now be computed 
by deducting from the sum of the carty- 
overs and carrybacks the following items 
for the current year: 


a. Percentage depletion. 





meeting of the Milwaukee Control. 





| ESTABLISHING FINANCIAL POLICY 


If the controller of a company is to assist substantially in the development of | 
his firm’s financial policies, says Mr. Fonteine, a thorough understanding of the | 
mechanics and implications of carry-overs and carry-backs is essential. Thus, | 
the controller can help his company avoid any serious tax disadvantage, says | 
the author, who presented these observations before the November 13, 1945, 


_THE EDITOR | 
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b. Tax free interest. 
c. Partially tax free interest. 
d. Dividends received credit. 


Claims for refund may be filed on form 
343. Interest on the claim is allowable 
from the date of the filing of the claim. 

Under the Tax Adjustment Act of 
1945, application may be made for a ten- 
tative carryback adjustment for a loss in- 
curred in fiscal years ending September 
30, 1945 and subsequent years. Form 
1139 has been provided for this purpose. 
The commissioner is required to act on 
this application within 90 days. The fil- 
ing of the form stays the running of in- 
terest on the claim for about the same pe- 
tiod of time. ‘3 

In the event the taxpayer anticipates 
that a carryback may result from the cur- 
rent year’s operations, a postponement of 
the unpaid installments of taxes for the 
preceding year may be obtained. Form 
1138 is available for this purpose. Since 
there is a cost of from 3 to 11 per cent. 
for this privilege, it is expected that this 
procedure will be used in a relatively small 
number of cases. 

Under the provisions of the code as 
amended by the Revenue Act of 1945, 
claims for refund may be filed, in lieu of 
the usual statutory period, by the 15th day 
of the 39th month following the end of 
the taxable year of the net operating loss 
or the unused excess profits credit which 
results in such carryback. 


Excess PROFITS CREDIT CARRYOVERS 
AND CARRYBACKS 


In determining the excess profits credit 
carryovers and carrybacks the following 
steps are necessary : 


a. Determine the net operating loss de- 
duction for purposes of the excess profits 
tax and 

b. Determine the unused excess profits 
credit. 


The same general process is required 
as in the determination of the net operat- 
ing loss deduction except that the adjust- 
ment regarding the excess profits tax is 
reversed. It is necessary, also, in invested 
capital cases, to add back 50 per cent. of 
the interest deducted. 

The requirements for obtaining refunds 
are the same as those for loss carryovers 


and carrybacks. 
MISCELLANEOUS COMMENTS 


In companies in which potential carry- 
overs and carrybacks exist, careful consid- 
eration should be given to the conse- 
quences of changing the fiscal year of the 
corporation, liquidating the company, or 
changing the corporate structure in a fe- 
Organization. 
1m changing to another closing a 

short” year is created. For purposes of 
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carryovers and carrybacks this is consid- 
ered to be a ‘year’ and under certain 
circumstances a portion of a carryover 
might be lost. 

In liquidating a company or incorporat- 
ing 9 2 the laws of another State, po- 
tential carryovers and carrybacks might be 
lost also. Assume for example that a com- 
pany with substantial profits in 1944 and 
1945 is reorganized or liquidated on De- 
cember 31, 1945. If a loss is incurred 
during 1946 due to reconversion, or for 
any other reason, such loss could not be 
carried back to 1944 and 1945. 

In conclusion, we believe that a thor- 
ough understanding of the mechanics and 
implications of carryovers and carrybacks 
is not only important but is essential to 
the well-informed controller of today. 
With this information he will be better 
able to visualize the effect of current 
transactions on the tax liability of the 
company and to assist in shaping of com- 
pany policy so as to avoid any serious tax 
disadvantage. 

* * * 


Manufacturers in the South have increased 
more than 700 per cent., a survey shows. In- 
creases of 40 per cent. in non-farm employ- 
ment in some Southern states are reported. 


Peacetime Air Development 
Insufficient for Security 


A stern warning that American air su- 
premacy may be dissipated because of inade- 
quate research and development and lack of 
planning for civilian flying is presented by 
John Stuart, aviation expert, in “Wings Over 
America,” published by the Public Affairs 
Committee of New York. Great as is the 
expected expansion in air transport and per- 
sonal flying during the next few years, Mr. 
Stuart finds, after a careful survey, that the 
production of civilian planes will probably be 
insufficient to maintain an aircraft industry 
adequate for national security. 

The production of military planes in the 
next few years, Mr. Stuart fears, will fall short 
of even the modest program outlined by the 
Air Coordinating Committee of experts from 
the State, War, Navy, and Commerce Depart- 
ments and the Civil Aeronautics Board. Yet 
the Air Coordinating Committee’s recommen- 
dations would have utilized only about one- 
twentieth of our wartime capacity. 

A ten-fold increase by 1955 in the number 
of passengers carried by our domestic air lines 
is forecast, together with an even greater ex- 
pansion in overseas travel. A similar, or greater, 
spurt is foreseen for air freight and in air 
mail service. 

But ‘“‘so few airplanes can carry so many 
people and so much goods,” Mr. Stuart points 
out, that a world-wide fleet of 5,300 planes 
may suffice for all of this traffic. This could 
be maintained with an annual air transport 
production of only 1,060 airplanes for the 
whole world—which is “but a few weeks’ 
production at war rates for a single American 
manufacturer.” 

Prospects for an expansion in personal fly- 
ing are undoubtedly enormous. ‘The brightest 
spot,” according to Mr. Stuart, “is the fact 
that there are nearly three million men who 
became used to flying in the armed services 
and like it..... Even allowing for a certain 
percentage who ‘never want to see an airplane 
again’ there are many estimates of more than 
a million potential customers for the right 
kind of cheap airplane.” 
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Mr. Stuart finds, however, that there are 
not “a sufficient number of airports properly 
located and equipped in the United States to- 
day to enable the owner of a personal air- 
plane to get to a sufficient number of places 
to put the use of such a plane on an economic 
basis.” Need was also seen for the develop- 
ment of air parks, air harbors, and landing 
strips throughout the country. 

“The prospects for the production of the 
personal airplane in the mass,’’ Mr. Stuart con- 
cludes, ‘‘are indefinite but they do hold 
promise. For the years immediately after the 
war, a production of some 15,000 to 30,000 
planes a year seems probable. Dependent on 
the production of a more suitable type and the 
construction of adequate airports, there should 
be a place for up to 400,000 personal air- 
planes in ten years.” 

Tempering this conclusion is the expressed 
hope that further technological advances may 
make possible a much greater expansion in 
civilian flying than has been anticipated. 

Wings Over America, by John Stuart, is 
Pamphlet No. 114 in the series of popular, 
factual, ten-cent pamphlets issued by the Pub- 
lic Affairs Committee, Inc., nonprofit educa- 
tional organization at 30 Rockefeller Plaza, 
New York 20, N. Y. 


Consumer Demand Potential 
Reduced by Diversion 


Warning of a boom and bust cycle unless 
industry accurately gauges the waiting demand 
for its products, Frank R. Coutant, executive 
director of Fact Finders Associates, Inc., re- 
cently pointed out that if present estimates 
about the market were added it would exceed 
national income totals by many times. Since 
the worker is also the consumer, he declared, 
the strikes that have riddled reconversion spell 
a scaled-down market for industry’s products. 
How much that has been scaled down must be 
discovered by market research, he said. 

Estimates about pent-up demand for con- 
sumer goods need considerable revising be- 
cause of the lagging return of automobiles, 
electric appliances and other products, ‘The 
New York Times” pointed out recently. 

Emphasizing that a period of scarce goods 
distorts the true demand, making it appear that 
unlimited quantities can be sold, market re- 
searchers, it said, have warned that the situa- 
tion has changed greatly since V-J Day. 

Much of the cash that was bulging in work- 
ers’ pocketbooks at the war’s end has been 
thinned out, it is believed, and industry must 
gauge this to get an accurate picture of the 
market. Money set aside for a toaster, a vac- 
uum-cleaner and other goods, has been coaxed 
away by such ready bait as pleasure trips, night 
clubs and hundreds of other diversions. This 
cash would have been readily channeled into 
purchase of new products, market men point 
out, if they had been available at the war's 
end or a few months later. 

One factor that has prompted loose flinging 
about of money saved for a refrigerator, an oil 
burner or- other long-absent conveniences are 
the postponements characterizing the reconver- 
sion program, market men say. As strikes and 
pricing difficulties kept setting back the pro- 
duction clock, thrifty worker» grew discour- 
aged about their chances for quick possession 
of the products inspiring their wartime thrift. 


46 Years of Peace 


A Wichita, Kan., manufacturer buys group 
insurance amounting to $1,200 for each of his 
1,250 workers, and then gives each employee 
the option of buying an additional $1,200 if he 
desires. The workers also have group hospitali- 
zation, with the manufacturer paying half. 

The firm began its insurance plan a quarter- 
century ago, and has had no work stoppage in 
its 46 years. 
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Scanning the Controllership Scene 








Inflation Forces at Work 
1940 Now 
Public & Private Debt $164.5 Billion $393 Billion 
Demand Deposits & Currency $ 43.6 Billion $106.4 Billion 
Urban Real Estate 100 142 


Farm Real Estate 84 133 
Cost of living 100.2 129.2 
Commodity Prices 78.6 107 
Hourly Factory Rate 66.1¢ 98.5¢ 


$4.4 Billion $12.5 Billion 
$4.8 Billion $ 9.3 Billion 
$46.4 Billion $83.3 Billion 
$49.7 Billion $102. Billion 
$76.2 Billion $158. Billion 
—“United States News” 


Net Farm Income 

Corp. Profits After Taxes 
Retail Trade 

Wage & Salary Payments 
National Income 


Auto Profits Under 3 Per Cent. During War 


Wartime profits of the nation’s automobile industry averaged 
2.98 per cent. per dollar sales compared with a net of 8.25 
per cent. in 1939 and 7.07 per cent. in 1940, reports the Auto- 
mobile Manufacturers Association. A low net of 2.6 per cent. 
in 1944, the peak year of war production, was likewise reported 
and during the fwst nine months of 1945, it was added, net 
profits averaged 2.94 per cent. per dollar of sales. 

That is the kind of “arithmetic” that should, but seemingly 
does not, interest the Ruethers in our midst. 


FDIC Collects $49 Million Without a Claim 

The Federal Deposit Insurance Corporation reported recently 
that it received $49,000,000 during the last half of 1945 from banks 
whose deposits it insured, without being called upon to protect 
depositors in weak or insolvent banks. Besides the $49,000,000 from 
assessments, it said in its semi-annual fiscal statement, it derived 
$11,000,000 from investments and various other returns to lift its 
total income for the six months to $60,000,000, leaving net income 
of $58,000,000 after deducting $2,000,000 expenses. 

Total assets of the FDIC on Dec. 31, 1945, were reported as $931,- 
000,000, with $900,000,000 of it in Government obligations and 
$16,000,000 in cash. 

Assets of the 13,495 insured commercial and mutual savings banks 
were listed as $154,000,000,000. Their deposits have tripled since 
1938, while FDIC’s total capital “a little more than doubled.” The 
report said this cut the ratio of FDIC capital and surplus to deposits 
to 0.60 per cent. from 0.83 per cent. at 1938. 


Voluntary Excess Profits Refunds Are Large 


Cooperation of American industry with the government 
is proved by more than $6 billion in excess profits which has 
been voluntarily refunded by wartime contractors to the 
United States since 1942, according to Department of Jus- 
tice statistics. 

Thumb-nail Forecast 


Almost 40 per cent. of all Americans expect to spend more 
in 1946 than in 1945, according to a survey by “Fortune.” Our 
productive efficiency, the same survey indicated, will exceed all 
records, barring strikes and unrealistic price policies. 


NAM Presents Social Security Recommendations 


Women workers should receive old age benefits when they reach 
the age of 60 rather than 65 as at present, declares the National 
Association of Manufacturers in a recent statement. At the same 
time, the organization’s board of directors approved the extension 
of dependents’ benefits to husbands who are totally disabled and 
dependent upon their wives for support over a specified period. In 
the field of medicine, it was declared, the most urgent needs are 
extension of private hospitalization insurance and private facilities 
for prepayment of medical costs. : 

As to the federal old age tax, the NAM recommended that it 


remain at one per cent. as long as the reserve is five times as much 
as current disbursements and that when disbursement reached one 
fifth of the reserve, the tax should be raised to one and one-half 
per cent., remaining at that figure for at least five years. 


Federal Government Has a Best-Seller! 


The world’s biggest book store is run by the Superintend- 
ent of Documents who works in Washington, D. C. for the 
federal government. During 1945, reports the Associated 
Press, he collected $2,250,000 and turned a profit of $1,000,- 
000 in connection with the distribution of 35 million books 
and pamphlets covering everything from pamphlets on build- 
ing with logs to the pre-cooling and refrigeration of grapes, 
not to overlook such other items as the armistice signed in 
Moscow last year and written in Hungarian. But his best- 
seller is a ten cent item which has not even been approached 
by such a top-ranking seller as “Gone With the Wind.” It 
has gone through thirteen editions, totaling more than three 
million copies, since it was first published in 1914. Its title: 
“Infant Care.” 


One Zero Makes a Big Difference 


Controllers and financial officers, occasionally troubled by the 
results of clerical errors in computations will note the following 
with interest: Because of a clerical error of $108 million in its 
capital stock return of July 31, 1945, the Calvert Distilling Com- 
pany, of New York, made a declaration of value of $12 million 
rather than $120 million. The Treasury Department refused to 
accept a corrected declaration, reported the Associated Press, but 
because of the “obvious clerical error,’ the Treasury recom- 
mended relief for the company through special legislation. On 
March 5, the House acted favorably on legislation designed to 
correct the error. According to the report accompanying the bill, 
when it was introduced, the error would cost the company an aa- 
ditional $140,000 in taxes if the Senate fails to concur in the 
House’s action or the President declines to sign the bill. 


Re. Government Spending 


The Federal Government, which increased its leased space in office 
buildings throughout the country for wartime activities from 68, 
277,527 square feet in May 1941, to 277,807,773 feet in August, 1945, 
had relinquished only 4,021,705 feet by January 31 of this year, offi- 
cial figures show. That’s a reconversion-to-peace-budget-balancing sav- 
ing of 2.5 per cent! 


Rise in Inventories Noted 


Inventories of manufacturers and wholesalers increased 
by one billion dollars in the five month period ended Decem- 
ber 31, the Department of Commerce reports. In the same 
period retailers’ stocks declined about $500 million with most 
of the drop occurring in the December, 1945, buying splurge. 
About half of all manufacturers’ stocks, at the year end, 
were accounted for by raw materials. Goods in process com- 
prised one-fifth and finished goods nearly one-third of the 
total. 

All business inventories at the year end were estimated at 
more than $27 billion, of which $16 billion was in the hands 
of manufacturers, more than $4 billion in wholesale channels 
and over $6 billion on retail shelves. 


Make It and Lose! 


W hy no butter? According to the American Dairy Association, 
the trouble is that the OPA ceiling on butter is 46 cents a pound, 
“although the butter makers must pay 60 to 72 cents for the 


cream they need to produce it.” So.... 
—PauL HAASE 
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It doesn’t matter whether the 

sale involves gasoline or candy bars 
or plate glass. Sure, it must be 
registered once— 

but how many times more? 


Acruatty, that sale needs to be 
registered just once to produce per- 
manent records—if common sense, 
instead of elaborate equipment, 
governs accounting procedure! 

In too many cases, it’s posted 
again and again for balance sheets 
and sales analyses and inventory 


4 SON 


controls ad infinitum. Labor costs eat 
records continue to 
mount; mistakes slide by unnoticed. 


into profit; 


By means of Comptometer Peg- 
Board Methods, you can make orig- 
inal postings yield any combined 
statement you wish. Cost-wise busi- 
ness management is utilizing this 
system every day in many different 
ways. Effecting great savings on the 
handling of payrolls, production 
control, distribution of labor and 
expense, financial reports and scores 
of other accounting jobs. 
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To find out how they can simplify 


your own problems, write for a copy 


of “‘Comptometer Peg-Board Meth- 
ods.” Or telephone your nearest 
Comptometer representative. The 
Comptometer, made only by Felt 
& Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 N. 
Paulina St., Chicago 2, IIl. 


COMPTOMETER 


REG. U.S. PAT. OFF. 
Adding - Calculating Machines and Methods 
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"She Road Ahead for Business” 


TWELFTH EASTERN CONFERENCE OF CONTROLLERS 


Sponsored by the New York City Control in 


NEW YORK - APRIL 14-15, 1946 

















Hotel Waldorf-Astoria 
Subjects and Speakers: 
Monday Morning, General Session I-TAXATION 
“The Road Ahead in Taxation” . . . . Roy BLouGH, Tax Research Director, United States Treasury 
Department, Washington, D. C. 
“Relief Provisions of Section 721-722” . . . . THoMAs N. TARLEAU, Willkie, Owen, Otis, Farr & 
Gallagher, New York. 
““Carry-backs and Unused Excess Profits Credits” . . . . MARK E. RICHARDSON, Lybrand, Ross Brothers 


& Montgomery, New York. 


Monday Morning, General Session II—SOCIAL SECURITY 


“The Social Security Program” .... Ropert W. LEACH, Unemployment Benefit Advisers, Inc., 
Washington, D. C. 
“Administration of Unemployment Compensation” . . . . FRANK CLIFFE, General Electric Company, 


Schenectady, New York. 


CONFERENCE LUNCHEON 


“The British Loan and Its Relations to International Trade” . . . . WILLARD THorP, Deputy-Assist- 
ant Secretary of State, Washington, D. C. 


Afternoon Session—PRICE CONTROLS 


“The OPA Viewpoint” .. . . GEOFFREY BAKER, Deputy Administrator for Price, OPA, Washing- 
ton, D. C. 
“A Congressman Considers the OPA” . . . . HON. Frep A. Hartley, United States Representative 


from New Jersey. 
“An Economist Examines the OPA” . . . . Dr. Ropert F. Martin, Consulting Economist. 


CONFERENCE BANQUET 


“The Road Ahead for America”... . Dr. Vircit JorDAN, President, National Industrial Confer- 
ence Board. 





Plus—-SUNDAY AFTERNOON 


Reception and Informal Program, 3-6 p.m. Registration, 2-6 p.m. 
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“Gearing-up for Full Production” 











EIGHTH MID-WESTERN CONFERENCE OF CONTROLLERS 


Sponsored by the Detroit Control in 


DETROIT - APRIL 28-29-30, 1946 
Hotel Book-Cadillac 





Subjects and Speakers: 


Monday Morning Session 


“Industry’s Need for Full Production” . . . . GEorGE RoMNEY, General Manager, Automobile Man- 
ufacturers’ Association, Detroit, Michigan. 


MONDAY LUNCHEON (With Economic Club of Detroit) 


An Address by Henry J. TAYLor, Economist, Lecturer, and Author. 


Monday Afternoon Session 


“The Impact of the Governmental Price System”. . . . LEONARD E. READ, formerly with National In- 
dustrial Conference Board, New York. 


“Wage Incentives” . . . . A prominent representative of industry is expected to discuss this subject. 


CONFERENCE BANQUET 
Speaker and Subject to be Announced Shortly. 


Tuesday Morning Sessions 


Conference Group A Conference Group B 
“TAX PROBLEMS” “INTERNAL AUDIT PROCEDURES” 
HowarpD R. BowEN, Economist EARL CUNNINGHAM, General Auditor 
Irving Trust Company General Motors Corporation 
NewYork Detroit 


TUESDAY LUNCHEON 


An Address on “Executive Organization” by CHARLES R. Hook, President, American Rolling Mill 
Company, Middletown, Ohio. 





Plusx-SUNDAY AFTERNOON 


Reception and Informal Program, 4-6 p.m. Registration, 3-6 p.m. 
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The Ben Hur 


of Business 


The modern accountant reins 
the many steeds of business, finance, 
production, distribution, policy... 
prepares the figures for tax filing 
and claims, wage arbitration, O.P.A. 
applications, cost analysis, budgets, 
banker’s statements... holds in 
hand a lot of lines. 

A management advisor, he spots 
danger signals, green or red lights 


the present, plans futures . . . bases 
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all findings on facts, and has a 
fetish for complete freshness, since 
only current and comprehensive 
data gives a sound basis for all 


sound interpretations! 


McBez are not accountants, 
but with products and methods 
evolved in 40 years of experience 
...aid the profession by making 


all vital facts available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 





Positions Wanted 











Controller—Treasurer—Budget Officer— 
Executive 


Resigned as Assistant Treasurer and Assist. 
ant General Controller of large manufactur. 
ing organizatton. Considerable experience jp 
administration, cost control and reduction, 
Finance, shop methods, and standards costs. 
Eighteen years’ experience in general and cost 
accounting, taxes, machine installations, systems, 
etc. Married. Age 36. Earnings $10,000. Ad- 
dress: Box 576, “The Controller,” One East 
Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer—Chief Accountant or 
Business Manager 


Desires position of responsibility. Has fif. 
teen years of wide and varied experience in 
industrial organizations and five years with 
certified public accountant. Experience em. 
braces systems, budgets, financial statements, 
office procedures, federal and state taxes. 
Knows how to interpret figures with under- 
standing and to translate them into vital facts 
for management. Has operated plants. Uni- 
versity graduate, age 46, married, no children. 
Address: Box 557, “The Controller,” One 
East Forty-Second Street, New York 17, 
1 a 


Controller—Corporation Executive 


Certified public accountant, army officer, 
available June 1. Former corporation control- 
ler and supervising public accountant. Ex- 
perienced in costs, budgets, taxes, auditing, 
systems, preparation and interpretation of re- 
ports. Age 35, married, college graduate. Ad- 
dress: Box 577, ‘The Controller,” One East 
Forty-Second Street, New York 17, N. Y. 


Controller 


With excellent record, both as treasurer 
and consultant. With management back- 
ground, knows importance of keeping execu- 
tives promptly and fully informed of progress 
and trends in every phase of operations. Cost 
minded and believer in simplification of rou- 
tine and paper work. Special experience in 
setting up budgets, budgetary controls, bank- 
ing and public financing. Widely acquainted 
on Pacific Coast. Salary $10,000 to $15,000, 
depending on location. Address: Box 578, 
“The Controller,” One East Forty-Second 
Street, New York 17, N. Y. 


Controller 


Southern California. Well versed in ac- 
counting, financial administration, manufac- 
turing cost controls, banking, and taxes. Ex- 
cellent record as financial executive, well 
known to local manufacturers and bankers. 
Immediately available. Prefer position on 
Pacific Coast. Age 48. Salary $7,500. Address: 
Box 579, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 


Controller—Accountant 


Twenty-five years’ public accounting and 
commercial experience, seeks position with 
progressive company. Salary $8,000. Ad- 
dress: Box 580, “The Controller,” One East 
Forty-Second Street, New York 17, N. ¥. 


* * * 


Recent estimates suggest that the national 
debt will soon be up to $300 billion. The per 
capita figure is $2,046. This means an average 
per family of more than $6,000. Back in 1940 
the per capita figure was $326! 
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AT THIS very minute, the forces released in Washington yes- 
terday . . . the policies, the rulings, the regulations, the 
decisions . . . are affecting the operations and plans of 
your company. 


A chatige in corporation tax policy may be evident in yester- 
day’s trends; how does this affect your dividend and reserve 
policies? 


An excess profits tax relief petition may offer a clue to han- 
dling of your own claims. Surplus property that your organi- 
zation can use may just have become available for purchase. 
A court opinion, just released, may be the basis for a rebate 
of thousands of dollars to your company. 


You can know this morning specific things that happened in 
Washington up to 7 p.m. last night — their meaning to your 
business. You can do this by availing yourself of the same over- 
night information system employed by scores of successful con- 
trollers . . . a system that combines fast notification with full 
text coverage. 


FIND OUT ABOUT IT. WRITE DEPT. H FOR FURTHER DETAILS 


BUREAU OF NATIONAL AFFAIRS WASHINGTON 7. D. C. 
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PAYROLLS are compli- 
cated...but not a worry 
when you use a Friden 
Fully Automatic Calculator. 
Ask your local Friden Azer i 


> 


demonstrate the speed and ease 
4 


eee ‘ 
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a“ e } s 


with which Straight-time-Earnings; 


Overtime Excess Compensation and Total 


4 } 


= . 
a 


Earnings are obtained simultaneously in ome operation. ~~ 





Friden Mechanical and Instructional Service is available in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT ¢ SAN LEANDRO, CALIFORNIA, U.S.A. ® SALES AND SERVICE THROUGHOUT THE WORLD 





INTERNAL PROCEDURES 
(Continued from page 207) 











A. Through periodic policing, involy. 
ing examination at the point where com. 
pliance is required. This will often, espe. 
cially in the case of newly established 
procedure, indicate a need for amplifica- 
tion or revision. 


Q. How far should the Controller go 
in issuing procedures for other de part. 
ments ? 

A. That depends considerably on char. 
acter of business and what the requite- 
ments of other departments are. In most 
instances the Controller is best equipped 
to do the job, and procedures for other 
departments prepared by his staff should 
be reviewed by the respective department 
heads and acceptance thereof signed for. 


Q. How well defined should responsi. 
bilities of employees be? 

A. Well enough defined so as to leave 
little to conjecture and to avoid conflict or 
overlapping thereof with responsibilities 
of other employees. 


Q. What form of index to manuals do 
you recommend? 

A, A well prepared index providing 
ample cross references. This is particularly 
important in the case of new employees 
who are not fully acquainted with business 
terminology or the particular terms used 
in a specific business. 





CONCISE STATEMENT 
OF INSTITUTE’S WORK f 


A well worded statement of what the | 
Controllers Institute of America is, and | 
does, was presented by the St. Louis Con- 
trol in its 1945-1946 Directory. It reads: | 


A national organization consisting of 36 | 
Controls, or chapters, located in prominent 
business centers throughout the country. This 
membership comprises a professional organ- 
ization of approximately 2,700 controllers of 
the leading business concerns in the United 
States. Established in 1931, The Controllers 
Institute has had a rapid though sound 
growth. | 

The individual members are chief account- 
ing and financial officers of their companies, 
who constantly seek to employ constructively 
accounting and other factors which are of in- 
creasing value to management in measuring | 
business trends, planning and budgeting, | 
and assisting in the formulating and carrying | 
out of management policies. 

Through carefully selected national com- 
mittees The Institute works closely with vari- | 
ous Government agencies in the interest of | 
simplification and practical application of the 
many laws governing business. The activities | 
of these committees has been nonpolitical. 
Their sphere of influence is growing in Gov- | 
ernment circles because of the constructive | 
character of their work. | 
| Able controllership is the best assurance to | 
| stockholders, to employes, to creditors and to | 
the public, that the future of the corporate 
capital structure will be guarded in the in- | 
terest of a sound national economy. 
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Half a Century of Service... 


To Secretaries, Underwood has long meant the very 
last word in typewriter performance and conve- 
nience of operation. 

This confidence started that day fifty years ago... 
when Underwood’s forward-minded founders hit 
upon the design that made the typewriter possible 
in its present form. 

It freed typists forever from struggling with the 
blind-writing handicap of its predecessors. 

Visible Writing let typists see the progress of their 
work for the first time . . . everything from “Dear 
Sir” to “Yours truly.” 

The speed and efficiency of this revolutionary ma- 
chine was regarded as one of the wonders of the day! 

Business clamored for Underwoods... and yearly 
production zoomed from 500 to hundreds of thou- 
sands. But, Underwood’s pioneers have never 
stopped improving. 

This spirit . . . enriched by their inventive genius 
and engineering talent . . . made Underwood the 





“Typewriter Leader of the World” . . . 

... won Underwood new laurels for its mass pro- 
duction of carbines and other war essentials . . . 

... will again thrust Underwood ahead of all com- 
petition in the quality and quantity of its production. 

Today’s Underwood . . . a masterpiece of type- 
writer engineering . . . challenges all other machines 
to match its brilliant, effortless performance. 

It has advantages that every secretary likes and 
looks for in a typewriter . . . touch, speed and ac- 
curacy ... with a score of time and effort-saving 
features to brighten and lighten her day. 

It symbolizes the spirit of the entire Underwood 
organization to serve ... to help speed your day’s 
business .. . to remain “Faithfully yours.” 


UNDERWOOD 
CORPORATION 


One Park Avenue 
New York 16, N. Y. 


Copyright: 1946 Underwood Corporation 


... TYPEWRITER LEADER OF THE.WORLD 
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Slichter Urges New Labor-Industry 
Approach 





Posing a question as to the future of collective 
bargaining, Dr. Sumner H. Slichter of Harvard 
University warned 200 business and profes. 
sional leaders at a meeting of the Committee 
for Economic Development that it was up to 
management to make it attractive to labor. 

He urged high company officials, in wage 
talks with labor leaders, to get in on such ne- 
gotiations at the start, that they must go in with 
demands if they expected to get concessions, that 
it was not enough to just say ‘‘no.” 

He pointed out that business and labor now 
are in an era when collective barbaining and ar- 
bitration are being set aside for government 
wage-fixing. He raised the question whether a 
continuation of this procedure might not mean 
the end of collective bargaining. 

Dr. Slichter, chairman of the research ad- 

6 visory board of CED, spoke at a luncheon at 

What Pension Program which Paul G. Hoffman, chairman of the Stude- 
baker Corp. and head of the CED board of 

f, Y C 9 trustees announced a speeding up and an expan- 
sion of the activities of the economic develop- 

or Your Company: ment group. : 

While the CED will terminate its national 
field development division, he added, many of 










Hi 
| 








‘, rages OHS, 











CORPORATION officers and directors who are convinced ~ nage vine am will continue to 
eS Chat ‘ t i t til their pro- 

of the desirability of a sound pension program, but who poe ae bys bo 2 groups until their pro 
have not reached a decision as to the best type of plan for Industrial strife has slowed déwn our pro- 
: i ’ : duction and has prevented employment from 
their use, often find it helpful to discuss this technical reaching the peaks which it would have attained 
s . - ; Pi ‘ by now had there been no labor troubles,” Mr. 
subject with an organization that has considered it from boiimien acid. “Mat we ase canideat thet when 
ee ° . . these troubles are ended employment again will 

a practical standpoint with officials of many other art UnenedlEceediie Chor Wail Ip beset Gases. 


corporations. veys made by local CEDs and upon a study of 
the CED marketing committee, which indicated 


. F that after reconversion is completed national 
Questions of employee coverage, benefits, costs in pro- production of manufactured goods will show 2 


portion to probable earnings, methods of financing, 42 per cent gain over that of 1939.” 
and administration can be clarified by practical discus- 


: : : , : Challenge to Tax Exemptions 
sion of these subjects in relation to the specific require- ’ P 


4 The New York Saratoga Springs decision 
ments and financial outlook of your Company. This reveals that the majority er Supreme Court 
Bank has had wide experience in assisting in the de- fomiies are strongly . meet of, sore hang 

. 2 se . given their cue for, legislative repeal an 
velopment of netinement plans and in administering changes of the special tax exemption status 
pension trusts. We invite discussion with officers of now enjoyed by state and municipally owned 
our Pension Trust Division who have specialized in utilities, stated Peter Guy Evans, Certified 

fi public accountant and attorney, and partner 
this field. of Janis, Bruell & Evans of New York City, 


at a meeting of the Bridgeport Control of 
the Controllers Institute of America at the 
University Club in Bridgeport on February 5. 
Mr. Evans pointed out that such stimulated 





Our booklet, Pension Plan Fundamentals, available on 








request, condenses into 17 pages a review of the basic action in Congress may also be concentrated 
factors involved in developing and financing a satis- on the elimination of the tax free status of in- 
i terest on State, Municipal and Authority 
factory pension plan. bonds as well as subjection of cooperatives, 
labor unions, and such to the federal income 

tax, 





“The privilege to escape taxation”, the 
speaker declared, “is the power to destroy 


Guaranty Trust Company a 
of New York . CHART-FACTS 





Capital Funds, $312,000,000 EXECUTIVE SERVICE — 
An authoritative impartial analysis 
140 Broadway of your current financial data pre- 
New York 15 senting in chart form the pertinent 
trends and relationships of your 
Fifth Ave. at 44th St. Madison Ave. at 60th St. company and industry. 

New York 18 New York 21 A personal service designed to 
give management graphic finger-tip 
To be opened: 40 Rockefeller Plaza, New York 20 facts on matters of current interest. 

LONDON PARIS BRUSSELS CHART-FACTS 
177 Broadway New York 7 








Copyright, Guaranty Trust Company of New York, 1946 Whitehall 4-7050 
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PRICE INFLATION 
(Continued from page 193) 


, control. 











.to dispose of government bonds before 

maturity nor are commercial banks. 
The average maturity of commercial 
bank holdings of government bonds is 
only about five years. The prospects 
are for a further increase in bank de- 
posits. Hence banks generally can let 
their holdings of government run to 
maturity, and would not be damaged by 
market depreciation in the interim. 

Some of the protagonists of artifi- 
cially low interest rates shift ground at 
this point and argue that higher inter- 
est rates, far from damaging commer- 
cial banks, would increase their earn- 
ings so much as to make them vulnerable 
to public criticism. If this were true, it 
would be easy enough to capture excessive 
earnings through a special franchise tax or 
some other way which need not be dis- 
cussed here, because the difficulty is not 
fundamental. 

We may conclude that a budgetary 
sutplus and a tight money market are 
not only essential weapons for combat- 
ting price inflation, but their use is en- 
tirely feasible. Moreover, because their 
operation is indirect, fiscal and mone- 
tary controls are eminently desirable in 
a free market economy. Strong fiscal 
and monetary action to reduce spend- 
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ing will take the strain off direct price 
Indeed, the two kinds of con- 
trol become substitutive for each other. 
Those who insist -upon a continuance of 
inflationary monetary and fiscal meas- 
ures are postponing the day when di- 
rect price’ control may safely be re- 
moved. Those who wish to speed the 
removal of direct control should insist 
upon the vigorous use of fiscal and 
monetary measures. 





Pacific Coast Conference: of 
Controllers Being Planned 


A conference of controllers in the 
Pacific Coast area is being planned by 
the San Francisco Control of the Con- 
trollers Institute. It is scheduled for 
June 8 and 9,. 1946, in San Francisco. 
Details as to. the program and other in- 
formation will be released shortly. 
Controls represented in the conference 
area are Los Angeles, Portland, Seattle 
and the San Francisco Control. 











Chicago Control Stages Special 
Meeting on Controllership 


A special meeting of the Chicago Control 
under the joint auspices of the Educational and 
Program Committees, was scheduled on Feb- 
ruary 28 in the Union League Club. The 
program began at 3:30 in the afternoon and 
was followed by a dinner meeting. 

Among those participating in the afternoon 
session, whose theme was ‘Preparation for 


Controllership Through Educational Training,” 
were Mr. Willard J. Graham, University of 
Chicago, on “Education for Controllership”: 
Mr. George H. Brown, University of Chicago, 
on “The Controller and Marketing Manage. 
ment,” and Mr. Allen U. Hunt, a national dj- 
rector of The Institute and controller of Jewe| 
Tea Company, on “The Controller Looks at 
Education.”” Mr. Paul Haase, assistant secre. 
tary of The Institute, likewise participated in 
the meeting, which was under the chairmanship 
of Mr. Edwin W. Burbott, vice-president and 
controller of A. B. Dick Company, and imme- 
diate past president of The Institute. 

At the evening session, at which Mr. Ray- 
mond A. Pascoe, secretary and treasurer of 
Whiting Corporation, and president of the 
Chicago Control, presided, Dr. Neil Jacoby, 
professor of finance, University of Chicago, dis. 
cussed ‘Economic Problems of Current Impor- 
tance.” 


National Accounting Conference 


A national ‘accounting conference, sponsored 
bv the American Gas Association and the Edi- 
son Electrical. Institute, was scheduled in Cin- 
cinnati, April 1-3. Among subjects discussed 
were taxes, recent Court and Commission de- 
cisions, office machine billing systems, plant 
accounting and property records, customer 
service policies, and similar topics. The meet- 
ings were a resumption of the series of joint 
accounting conferences which had been inter- 
rupted by war conditions. 


Future Program of I. C. of C. 

The future program of the International 
Chamber of Commerce was the subject of an 
address by Winthrop W. Aldrich, president 
of that body, before a meeting of the Cham- 
ber of Commerce of the State of New York, 
on October 4, in New York City. Mr. Aldrich 
is chairman of the Board of the Chase Na- 
tional Bank of the City of New York. 











BOSTON 
PITTSBURGH 


BUFFALO 
PHOENIX 
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WASHINGTON 


MARSH & MCLENNAN 


INCORPORATED 
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CHICAGO NEW YORK 
DETROIT SAN FRANCISCO 
MINNEAPOLIS LOS ANGELES 
ST. PAUL SEATTLE 
ST. LOUIS DULUTH 
CLEVELAND INDIANAPOLIS 
COLUMBUS MILWAUKEE 
VANCOUVER HAVANA 
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A business form supreme in its class=. 
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REDIFIXT 
lding Tax Forms 


Really a Marvel of Economy and Convenience 


REDIFIXT with carbon interleaved; 
scientifically designed and con- 
structed to save a heap of time 
and annoyance. 


SOCIAL SECURITY tax report is in- 
corporated for employee, where 
this is required by the State. An- 
other great convenience! 


EMPLOYEE'S copies (original AND 
duplicate) remain together after 
removing extended State and Em- 
ployer’s copies. 


COLLECTOR'S . copy, employer's 
copy and State form show EX- 
TENDED TABS. This facilitates 
speedy removal, expediting detail. 


THREE-in-ONE! The Federal, State 
and Social Security requirements 
are ALL covered in one operation 
and without duplicated effort. 


STATE INFORMATION at the 
source, tabbed to show required 
minimum for filing. Payroll exec- 
utives everywhere endorse this ex- 
clusive feature. 


FITS COMFORTABLY IN NO. 9 WINDOW ENVELOPE 


The only similar form, to our knowledge, possessing this 
* unique advantage. Think of the time and labor saved! Now 
you see what we mean when we say ECONOMICAL? 





E-Z Dial Tax Finder.... 


finds employee withholding tax QUICK . . . with EITHER hand 


Absolutely accurate! One hand always free for writing. 3- 
dimensional Plexiglas dial eliminates errors, concentrating 
vision at a fixed point. Signals in GREEN when no deduc- 
tion necessary. Considers only ONE wage at a time, elimi- 
nating mistakes. Takes less desk space than Y, a letterhead! 
Complete with tax charts for weekly, bi-weekly, semi- 
weekly, monthly or daily payroll periods. New charts avail- 
able if tax changes, only $2.00 a set. List price $12.50. . . . 


10 day FREE TRIAL. 


Dept. 87 


CONSOLIDATED BUSINESS SYSTEMS, INC. 


30 Vesey Street 


New York City 7 
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WAGE AND HOUR 
(Continued from page 198) 











rate for that week and you would get into 
overtime problems. Generally speaking, over- 
time compensation must be clearly so desig- 
nated and so paid, and you cannot take the 
credit out of some money that you have paid 
for a different purpose and call it overtime 
subsequently. 


Please discuss the flexible work week basis 
for computing back wages.” 

That is a very difficult question and I am 
glad to be able to say something about it to 
you somewhat informally, because we have a 
difficult problem with that. 

In the first place, you have the rather ridicu- 
lous result that the longer you work the less 
your hourly rate of pay is, which comes from 
the so-called fluctuating work week rule, that 
you divide the number of houts worked in a 
particular week into the total pay and, of 
course, the longer the work week the larger 
the divisor and the smaller the result. 
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I think it is rather unfortunate that we could 
not have said that the 40-hour week would be 
the test and that you would always divide by 
40, on the theory that that was the standard 
work week which Congress was laying down. 
However, the water is over the dam on that 
and I think it is too late to change the rule 
now which everybody has become used to 
having and which has acquired a certain legal 
hoariness even in these seven years. 

I have always felt and I have always told 
the inspectors orally that where the fluctuation 
is not significant, they should recognize that, 
in fact, the parties did not suddenly change 
their employment contract and make a new 
rate of pay in a particular week and that be- 
cause the employer says, “Joe, you are only 
working 35 hours this week, but I will still 
give you 40 hours’ pay,” he did not really 
intend to import a new hourly rate in that par- 
ticular week, that where the fluctuations are 
not significant and pretty marked and constant, 
we should not worry too much about it. 

However, if there is no regular work week 
and if the irregularity is the conspicuous thing 
as your eye travels down the payroll page, then 


OFFICE MACHINES BECOMING 


Available! 


Calculators 


WAR SURPLUS 
OFFICE MACHINES 


Typewriters 


Addressographs 


Ediphones 


Mimeographs 


Comptometers 


Dictaphones 





The Famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equip- 


ment. Every machine is tested and 


; guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


326-330 BROADWAY 





new. We operate nationally. Where- 
ever you are phone or write. We 


can help you now. 


INTERNATIONAL OFFICE APPLIANCES, INC. 


NEW YORK 7, N. Y. 





I think you have to recognize that, in fact, the 
contract is not for a fixed hourly rate of pay 
or a fixed work week but is, in fact, a con- 
tract for a sum of money to be divided jn 
accordance with the hours worked and yoy 
can only apply the fluctuating work week rule 
in that case. 

I hope that you are not having difficulties 
with inspection where you only occasionally 
vary from the normal work week which you 
have either through practice or custom or actual 
agreement worked out with your employee. 

I think in the light of recent decisions by 
the Supreme Court that the fluctuating work 
week rule clearly is lawful and is the rule 
which you must follow if the fluctuation js 
really the characteristic and is not merely a 
hit or miss, very spasmodic characteristic of 
your payroll practice. 


“Does the Wage and Hour Division still 
recognize the findings of the Stein report?” 

Yes, we do. We have never issued any 
modification of that, although we have talked 
about doing it, as I referred earlier, and have 
thought about bringing that up to date and 
holding more hearings; but we have decided 
for the reasons which I gave not to do that. 
Therefore that still pretty much represents the 
bible on exempt employees. 


“Does an exempt man temporarily assigned 
to work in a nonexempt job, for the purpose 
of becoming familiar with that work in order 
that he may be more versatile, become non- 
exempt during that period?” 

I suppose so if by “that period,” you 
mean the period of several weeks, although 
it is a little difficult for me to visualize how 
a man would be reduced in scale to learn non- 
exempt functions if he is already exempt. It 
may be that you are referring to a particular 
work week in which he is dividing his time, 
in which case the. test is whether he is doing 
more than 20 per cent. of nonexempt work. 

Incidentally, that is a problem which has 
arisen rather frequently. Many employers have 
assumed that the nonexempt work must be 
work of the kind performed by the employees 
being supervised. That is not necessarily so. 

I think the language is not too clear on that 
point. We have always construed it to mean 
nonexempt work of any kind, of a kind gen- 
erally nonexempt, and not merely the par- 
ticular work performed by the subordinate 
employees, because actually the boss may be 
doing something else in some other depart 
ment or some other type of work which is 
clearly nonexempt but is not work of the kind 
performed by his own crew. 


“Does technical knowledge, such as account- 
ing, required as in the case of an internal au- 
ditor, automatically place one in. the exempt 
group where a salary is $200 or more per 
month?” 

No, it does not. The test is still the duties 
performed and not solely the compensation. 
The compensation is only one of the tests, 
although obviously a very significant one. 


“Tf an employee travels for his employer and 
the entire 4 is less than 24 hours, is th 
proper to deduct from the total time 8 hours 
for sleeping time, if such facilities were avail- 
able to the employee and the duration of the 
trip covered the normal sleeping hours?” 

Yes. We have said, for instance, that where 
an employee is on an overnight Pullman trip, 
beyond ten o'clock if he is given a Pullman 
berth or the equivalent fare, he may be con- 
sidered as not working during that period of 
sleeping time. ; 

The second part of the question is a little 
more difficult to reply to because we do not 
yet know all the answers by a good many to 
travel-time problems. There has been relatively 
little litigation on that point. We are just g¢t- 
ting into that field and I am somewhat hesitant 
about replying to this, and I am certainly not 
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AVAILABLE AT ONCE 


Expert counsel on accounting problems, audit- 
ing techniques, Federal corporate taxation, pres- 
entation of financial statements, etc. Over 40 
years’ experience. Cost, $4.00 a year. Name: 
THE JOURNAL OF ACCOUNTANCY. Address: 
13 East 41st Street, New York 17, New York. 
Now serving more than 28,000 subscribers, in- 
cluding leading accountants and corporation 
executives who have long recognized its value. 
Don’t miss the pertinent editorials, authoritative 
articles, and helpful departments to appear in 


forthcoming issues. Subscribe today. 
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able to back up what I say with court decisions 
to any material degree. 


“Assuming he is on a 5-day week, must travel 
time on Saturdays, Sundays, and holidays also 
be taken into account, and if so, can it be com- 
puted on the same basis?” 

I should say probably so, that it should be 
taken into account, and if it is, I think clearly 
it can be computed on the same basis; but I 
think there are no authoritative court decisions 
exactly on that point and we can only speculate 
as to what the courts will probably say. 

However, it seems to me thev might well say 
that even though it is a normal nonworking 
day for the employee, that he is tied up, he is 
not free to go on his own, and, therefore, it 
would be a reasonable arrangement to compen- 
sate him for his normal working hours even 
on that day. I feel more confident in saying to 
you that if you have such an agreement with 
your employees—that that shall be the basis of 
compensation—that would probably be sus- 
tained as a reasonable arrangement between em- 
ployer and employee as to what constitutes 
working time. 

That is not a very satisfactory reply to the 
question, but I think it is all that I can say. 


"Are there any conditions under which the 
Wage and Hour Division. considers allowances 
for traveling expenses (board and lodging) as 
part of the basic wage?” 

Offhand, I think not. The Act provides that 
where facilities are customarily furnished by an 
employer and deductions are made for that, that 
will be considered a part of compensation. That, 
of course, includes such matters as company 
houses or commissaries or board and lodging 
furnished, which naturally are part of compen- 
sation which the employee would pay for him- 
self if it were not provided by his employer. 

However, we do not normally consider that 
an employee who is given a per diem subsist- 
ence, for instance, in addition to his actual 
travel time for time spent in traveling on com- 
pany business—that that is a facility within the 
meaning of the Act. That is merely paying him 
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for the derangement of his normal life and for 
the extra expense to which he is put in travel- 
ing away from home. 

I assume that you are not referring to an out- 
side representative or some employee who is 
specifically paid to travel all the time but to an 
employee who is just intermittently traveling 
on company business. Of course, we would not 
consider either that the travel pay for his actual 
mileage was a part of his compensation for that 
purpose. 
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Assistant Controller 

A progressive Air Transport Company lo- 
cated in Washington, D. C., requires an As- 
sistant Controller, preferably a C.P.A. with 
at least five years’ Senior Public Accounting 
experience. Must have practical experience in 
handling, analyzing, and interpreting indus- 
trial costs and thoroughly familiar with all 


*phases of general accounting, internal auditing, 


budgeting and budgetary control, Federal and 
State taxes, Management reports, and the like. 
Salary commensurate with experience and abil- 
ity. Please furnish written resumé of experi- 
ence. Address: Box 582, “The Controller,” 
One East Forty-second Street, New York 17, 
New York. 
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Graduate accountant and lawyer. At present 
controller of a holding company and treasurer 
of a subsidiary. Experienced in all phases of 
accounting, and financial and budgetary con- 
trol. Thoroughly familiar with parent company 
and subsidiary companies’ inter-relationships 
and management problems.. Member of Con- 
trollers Institute of America. Address Box No. 
569, “The Controller,’ One East Forty-second 
Street, New York 17, New York. 
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The United States Rubber Company writes its 


nation-wide salary payroll on 


With its thousands of salaried employees 
spread through most of the States of the 
Union, the United States Rubber Com- 
pany faced a complex payroll problem. 
After careful consideration a centralized 
system was set up in the New York office 
using National payroll machines. 


For some time now, this unit has been 
writing and distributing the thousands of 
United States Rubber Company’s weekly, 
semi-monthly, and monthly salary checks. 
The National payroll machines not only 
make possible the speedy and efficient 
preparation and distribution of salary 
checks, but also collect and record the 
necessary tax figures. In addition, tax 
reports are prepared with these same 
machines. 


National payroll systems produce a 


payroll check which shows in printed fig- 
ures the gross amount of pay, specific 
amount of each deduction, and net amount 
of check. They also produce a complete 
payroll summary and adetailed employees’ 
earning record with the same printed data 
showing currently to date figures for tax 
purposes. On industrial payrolls, National 
machines can be used for distribution of 
labor costs by department and job. 


There is a National accounting machine 
for every plan of industrial payroll ac- 
counting—large or small—and for all 
types of accounting in other businesses as 
well. Let a National representative exam- 
ine your needs and make recommenda- 
tions, without cost or obligation to you. 
The National Cash Register Company, 
Dayton 9, Ohio. Offices in principal cities. 


Making business easier for the American businessman 


National payroll machines in the New York office 
of the United States Rubber Company. 
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Get all the FACTS 


from financial 
statement figures 


Use these fully 
revealing, 
accurate 
techniques 
of statement 
analysis 





See this book 
10 days 
on approval! 


THis practical, useable manual supplies the key 
to sounder financial statement analysis by dem- 
onstrating the techniques which will enable you_to 
pull all of the vital important facts from the fig- 
ures you have at hand. It points out as well the 
factors behind the statement which must be con- 
sidered, such as the manner in which the company 
meets its trade obligations, and the record of its 
officials. Here is an authoritative and de 
system of statement interpretation, describing the 
technique of sales analysis applicable to small busi- 
ness, and of comparative and internal analysis of 
balance sheets, profit and loss statements, and 
surplus accounts, of businesses of all sizes. 


Just Published! 


PRACTICAL FINANCIAL 
STATEMENT ANALYSIS 


By ROY A. FOULKE 
Vice-president, Dun and Bradstreet, Inc. 


619 pages, 6 x 9, 70 schedules, 26 forms, $6.50 
McGraw-Hill Accounting Series 


This book takes a long step toward helping you 
make an effective tool of accounting by demon- 
strating the practical, workable techniques by 
which you may use financial statements to your 
own greatest advantage. It enables executives to 
check up on the efficiency of their own practices, 
investors to ascertain the condition of the business 
in which they hold stock, credit men to better 
judge the limits of their creditors, bankers to judge 
the true strength of a business or corporation with 
greater insight. 


Consult this manual for practical aids such as: 
e Antecedent information important in large cor- 
poration 
Implication of slow trade payments 
Contrast between small and large businesses 
Evolution in the use of current ratio 
= of seasonal operations on current liabil- 
ities 
Important features of longterm securities 
Manipulation of profit figures 
poor of writing off and writing up depreciable 
assets 


MAIL COUPON FOR ON-APPROVAL COPY 
' McGraw-Hill Book Co., 330 W. 42 St., N. Y. C. By 
Send me Foulke’s Practical Financial State- 
| ment Analysis for 10 days’ examination on | 
| approval. In 10 days I will send $6.50, plus few | 
cents postage, or return book postpaid. (Post- 

| age paid on cash orders.) 
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| Reviews of Recent Publications 








Stimulating Tax Proposals 


A TAX PROGRAM FOR A SOLVENT 
AMERICA. Published for the Commit- 
tee on Postwar Tax Policy by Ronald 
Press Company, New York. $3.00. 


“The power to tax is the power to de- 
stroy.” 

Those words, ascribed to Chief Justice 
Marshall and expressing a thought prob- 
ably prevalent since prehistoric times, re- 
flect the feeling of many of our people 
today. The atomic bomb of taxation hangs 
over the head of industry and individuals. 
The need for intelligent control and use is 
axiomatic. 

No thinking person questions the need 
for taxes. Conceding this premise, the 
creation of a sound system of taxation is a 
most important obligation of any effective 
government. One of the first economists, 
Adam Smith, in his treatise on ‘The 
Wealth of Nations,” set forth his ideas as 
to the requirements of a good tax system. 
These were: 


1. There must be equality of taxation 
upon those who can best bear the 
burden. 

2. The amount must be easily and defi- 
nitely ascertainable. 

3. The tax must be payable at conven- 
ient times. 

4. The tax must be collectible with 
minimum expense. 


Colbert, that talented minister of Louis 
XIV, was somewhat more realistic. His 
theory was ‘‘so to pluck the goose as to 
produce the least possible amount of 
squawking.” 

Any program of taxation which could 
accomplish these aims would be ideal. 
Many have tried to devise such a system 
in the past and perhaps somewhere in 
history an almost perfect system for the 
moment may have been in operation. 
However, conditions change and taxing 
systems must be revised. It is to be hoped 
that our lawmakers will always have in 
mind the economic results of revisions 
and not merely the receipt of increased 
taxes. 

A committee of men (Fred R. Fair- 
child, Rowland R. Hughes, Victor H. 
Stempf, Thomas N. Tarleau, Roswell Ma- 
gill and Harley L. Lutz) having outstand- 
ing knowledge of tax problems and poli- 
cies and well regarded in the field of 
political economy, have analysed the tax- 
ing systems of the country and have pre- 
sented their recommendations for revision 
in this volume. 

This is an outstanding contribution to 
the subject and a book that the lawmaker, 
the tax man, the large or small investor, 
the union leader, the union member, the 


unorganized worker, the farmer, the tay. 
payer and everyone else should study. It 
presents a summary of the present finan. 
cial situation of the country and proposes 
a system of taxation designed to handle 
the requirements of government and yet 
conserve and augment the capital of the 
country. 

The statement of the problems involved 
and the proposed tax program is excellent, 
The premises and assumptions are clearly 
set forth and the explanations are lucid, 
The danger of over simplification in pre. 
senting problems and conclusions has been 
recognized and steps taken to avoid such 
a fault. 

The “Introduction and Summary” out- 
lines the premises, the assumptions and 
the conclusions. The detailed analyses of 
the problems which impelled the conclu- 
sions are set forth in more detail in indi- 
vidual chapters. This section of the book 
is all that the name implies, setting forth 
concisely the suggested improvements in 
the plan of taxation. 

The statement of principles set forth in 
the chapter on the basic factors in tax re- 
vision is realistic and complete. The com- 
ments on some plausible theories enun- 
ciated in recent years are penetrating and 
accurate. While many have expressed sim- 
ilar thoughts, it is doubtful that any have 
expressed them in more reasonable or less 
biased fashion. While the positions taken 
are eminently sound from the conserva- 
tive point of view, a conscious attempt is 
made to present the other side of the argu- 
ment. This approach adds much to the 
pleasure of reading such a book and the 
presentation of the economic problems in- 
volved in the subject of taxes should be of 
interest to all. The comments on debt pol- 
icy are most timely. It is to be hoped that 
lawmakers have the ability to recognize 
the facts and the courage to act as states- 
men. 

The desirability of stability and elastic 
ity in tax programs and the revenues pro- 
duced and the means of achieving such 
goals is a plea for a comprehensive field 
of taxation. Aside from the financial 
needs of the Government, because of the 
huge debt, the tax burden should be 
spread over many persons and in many 
ways in order to achieve a stability of in- 
come, impossible under a less well 
planned program. The comparison with 
the English economy is particularly 
and the tables showing the income, tax 
revenues, rates and distribution of tax 
yields are very interesting. 

The statistics furnished on the yield of 
various federal taxes are very informative. 
The explanations accompanying them are 

ite concise and pertinent. Together 
they furnish an excellent background fot 
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study of future proposals and comments. 

Postwar federal expenditures are and 
have been the subject of many discussions 
and analyses, but the chapter so entitled is 
one of the best. Some of the raids that may 
be made on the Federal Treasury, deficit 
financing and its antithesis, the balanced 
budget, with provision for debt retire- 
ment, are reviewed. The effect of these 
financial policies upon the tax program is 
outlined. The necessity for correlation be- 
tween the Federal Budget and the tax laws 
is emphasized. 

The life blood of private enterprise is 
venture capital. Unless this is pouring 
into business and industry the economy 
becomes stagnant and depression ensues. 
Despite the fact that some have construed 
the cause to be the effect, it is generally 
realized that our high standards of living 
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and our industrial achievements are the 
result of ventures entered into for profit. 
The encouragement of venture capital to 
build new enterprises, to expand old ones 
and the effect of tax plans on the desire 
to join ventures (or the incentives that 
may be increased by sound tax plans) are 
analyzed. The sources of new venture 
capital and the distribution of venture 
capital ownership are shown in a compre- 
hensive series of tables. While we believe 
the distribution should be even broader, 
the wide spread of such ownership is not 
generally realized. The fostering of the 


‘spirit of venture is vital to the well-being 


of the country, but, as is so clearly stated 
in the book, 

“Taxation can not create this spirit, but 
when badly devised and imposed at heavy 
rates, it can limit or destroy a beneficent 
inclination which would otherwise con- 
tinue to manifest itself throughout our 
Society.” 

The second part of the book opens with 
“Some General Problems of Income Tax- 
ation.” This chapter discusses various 
problems affecting both individual and 
corporate taxes. The presentation of the 
problems is well conceived, the proposed 
measures as is usual do not meet with 
complete approval of all—even new mem- 
bers of the Committee. Indeed, some of 
the problems are impossible of equitable 
solution in every case by law and no indi- 
vidual’s judgment is competent to pass in- 
fallibly on all the types of cases that may 
and do arise. A realization of these prob- 
lems is most essential to the development 


.of a sound program of taxation. 


The two chapters on individual and 
corporate income taxes have a direct in- 
terest to all of us. The proposals have 
been too well publicized to need com- 
ment, but the complete and unbiased pre- 
sentation of arguments for various action 
is most timely. 

Estate and gift taxes which in a large 
measure are imposed for “Social” reasons, 
as well as revenue purposes, form the next 
major topic. This is a most difficult sub- 
ject since there is no definite fixed stand- 
ard to contain and delimit the so called 
“Social” element. The overlapping double 
jurisdiction of state and federal taxing 
authority adds to the complexity. Here, as 
in some other parts of the proposed pro- 
gram, the theory mentally accepted by at 
least the majority of the Committee is 
changed in the final recommendation be- 
cause of the realities of the times, the need 
for revenue and the consciousness of the 
extensive Social aims of some govern- 
mental authorities. 

Federal tax administration has been a 
subject of discussion for years. It has been 
productive of litigation due to the law it- 
self and to changing interpretations of the 
law. Taxpayers and the Bureau of Internal 


Revenue are constantly at loggerheads as . 


to interpretation of the revised law. This 
problem should be solved regardless of 


whatever tax law is adopted. The Com. 
mittee makes some pertinent suggestions 
in the chapter on Federal Tax Adminis. 
tration. 

This nation needs an informed elector. 
ate. The future of the country and our 
form of government depends upon the 
ability of voters to exercise intelligent judg. 
ment. While few people will take the 
time to analyze the recommendations con. 
tained in this book, the information cop. 
tained therein should be of interest to all, 
Whether or not the individual comes to 
the same conclusion as the authors, he can 
not fail to receive a mental stimulation 
on reading this proposal. 

Reviewed by CHARLES B. LUNsFoRD 


The Equitable Life Assurance Society of 
the United States, New York City. 


Re: New or Branch Plants 


OUTLINE FOR A COMMUNITY IN. 
DUSTRIAL DEVELOPMENT PRO. 
GRAM. By Arthur M. Field. 114 pages. 
Published by American Industrial Devel- 
opment Council, Charleston, S. C. $1.50, 

Because industry is decentralizing and 
because communities are paying increased 
attention to the location of plant branches 
in their trade areas, the author has pre- 
pared this outline ‘in the endeavor to 
establish a basic procedure to make these 
efforts most productive.” It will be of in- 
terest to industrialists attempting to de- 
termine the right localities for new or 
branch plants, for civic leaders, for the 
industrial agents of railroads and utili- 
ties, and for all others facing the prob- 
lem of adding new business within a 
trading area. 

The author, a civil engineer, is chait- 
man of the American Industrial Develop- 
ment Council, which is sponsored by the 
Chamber of Commerce of the United 
States and had the assistance, in the prep- 
aration of this outline, of a special com- 
mittee of the council. 

The publication covers such subjects 
as the material resources for industry, in- 
dustrial markets and how to appraise 
them, labor and its relation to industrial 
operations, the effect of transportation 
facilities and rates on industry location, 
utility requirements, and other factors 
necessary to attract industry. Separate 
chapters are devoted to advertising and 
publicizing a city; to the importance of 
working with already established indus- 
tries, and to research methods that will 
indicate the types of new industry, me 
chanically suited for a particular area. 


Reviewed by PauL HAASE 





Forthcoming Reviews 
“CONTEMPORARY ACCOUNTING” 
“THE 10 PER CENT. FALLACY” 
“TOMORROW'S TRADE” 
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Sometimes a department seems to 
eperate on a turtle’s schedule. Noth- 
ing ever goes out on time. 

The payroll is late, the compara- 
tive sales report is late, the trial bal- 
ances and the production schedules 
are late. Meanwhile, overhead 
mounts and even the best customers 
grow impatient. 

Moore Business Forms can cut 
radically into lateness and overtime 


by designing forms for specific pur- 
poses. The whole office procedure 
can be speeded up, often by a single 
change. 

Moore forms reduce over-all cost, 
as well. The question to ask of any 
business operation is “How much 
does it come to altogether?” Count 
salaries, paper, carbons, forms, ma- 
chines. Moore forms can lower the 
figure as much as 20% to 50%. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS AND ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC, (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 
|! Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto 
Western Sales Book Co., Ltd., Winnipeg and Vancouver 

National Sales Check Book Co., Ltd., Montreal 


Tosee how, get in touch with head- 
quarters of the nearest Moore di- 
vision, as listed below, or its local 
office. Moore Business Forms, Inc., 
consists of companies long under 
Moore ownership, now also under 
the Moore name. Moore Business 
Forms, Inc., stands ready to supply 
everything from a simple sales book 
to the most intricate multiple-copy 
form. 


MOORE BUSINESS FORMS, inc. 


AOV. BY H.W. AYER 








Comptroller General Lindsay C. War- 
ren, in a recent address in North Carolina, 
outlined five possible avenues out of what 
he termed the “financial morass’ of the 
federal government, the Citizens National 
Committee, of Washington, D. C. reports. 
Mr. Warren, stating that the “federal bal- 
ance sheet has reached such a state as any 
honest man must call an alarming one,” 
pointed out that today the federal govern- 
ment’s yearly interest payments are 
“greater than the entire government 
budget a few short years ago,” and that 
“the government debt is three times as 
great as all private long-term debt in this 
country.” 

Following are the Comptroller Gen- 
eral’s five suggestions, as described in his 
own forthright language. 


1. Weed Out Useless Functions 

“The first task is an examination of the 
government itself... .. The tools for 
this reappraisal of the federal govern- 
ment’s set-up were given to the President 
last month when the reorganization bill 
became a law. It is the best measure of its 
kind ever passed by Congress. There is a 
great opportunity for the President to do 
an outstanding job..... You and I 
know that there can be no real economy 
unless there be weeded out and completely 
abolished those governmental functions 


tion, have long since outlived their useful- 
ee If ‘eternal vigilance is the 
ptice of liberty,’ I say to you that even 
more so is it the price of economy.” 


2. Appraise New Proposals 

, . should we not have an appraisal 
of the never-ending succession of new 
programs proposing large drains upon the 
federal Treasury? While some of these 
programs may be promoted from Wash- 
ington, too often does Congress mistake as 
‘the voice of the people’ the urgings of 
special pleaders, blocs, privilege seekers, 
and Treasury raiders... . . Business, ag- 
siculture, and labor have a tremendous and 








WAR CONTRACTORS 


Renegotiation & Terminations 


By Competent Business Consultants—Experi- 
enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 

FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 


H. M. VANDERVOORT 
ASSOCIATES 


Raymond Commerce Building, Newark 2, N. J. 
Phone Market 2-0656 
Out-of-Town Inquiries Invited 
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Five Paths Out of Federal 
“Financial Morass” 


equal stake in a balanced budget for, after 
all, they are the ones who must pay on 
the barrel head.” 


3. Get Efficient Administration 


“As a corollary to keeping within the 
national income, those who spend the peo- 
ple’s money should be impressed that it 
is not their money and that extravagance 
and profligacy on the part of public offi- 
cials will not be tolerated. There is no 
reason why the public dollar should not 
be of the same value and purchasing 
power as the private dollar. All this means 
that we must insist upon having capable 
and efficient administrators.” 


4. Revitalize Congressional Control Over 
Public Purse 


“Congress should revitalize its power 
over the purse, a fundamental legislative 
prerogative under our form of govern- 
ment. It should reexamine the large grants 
of unusual administrative authority over 
expenditures, much of which originated 
in the stress and strain of war. An ex- 
ample of the alertness of Congress in 
drawing back some of this financial power 
to itself is the Byrd-Butler-Whittington 
Act approved by the President last month. 
That act calls for an annual scrutiny and 
control by the Congress of’ the vast and 
far-flung financial operations of our gov- 
ernment corporations ... .” 


5. Regain Proper Balance Between Fed- 
eral and State Governments 


“Finally, we should return as quickly 
as possible to a proper peacetime balance 
between the federal government and the 
CO a I, for one, still believe that 
there are important functions to be exer- 
cised by the states and their subdivisions. 
There are highly proper and necessary 
contributions that the federal government 
should make, but if the states, in order to 
obtain federal funds, surrender too many 
of their rights and functions to the federal 
government, something very precious, 
something very valuable and democratic, 
and something uniquely American will 
have gone out of our public service. 
.. . . If the states will assert their lead- 
ership in their proper sphere, there will be 
less incentive for further expansion of 
federal power.” 

“And then, above all, I believe we 
should begin to teach our people to be 
more self-reliant, more independent, more 
anxious to do things for themselves, and 
not to always be looking for aid from 
government. This nation has become great 
because of its self-reliance and frontier 
spirit. There is a school of thought today 


that would have us believe that this nation 
has grown old, that we have lost the spirit 
of adventure and daring, in which we 
have carved out a great republic and q 
great destiny for our people. I repudiate 
such a philosophy.” 


1945 Federal Tax Receipts 
Top Previous Total 


Federal tax collections in 1945 were 
$43,352,715,621, surpassing 1944’s pre- 
vious record by nearly $1,227,000,000, 
the Internal Revenue Bureau revealed te. 
cently. 

Income taxes also set a record, $34. 
357,010,087, eclipsing the previous peak 
in 1944 by almost $227,000,000. Indi- 
vidual income taxes were $19,885,275,- 
248, including $9,261,924,054 paid di. 
rectly and $10,623,351,194 withheld from 
salaries and wages. 

Corporation income taxes totaled $14,. 
471,734,838, including $4,676,173,698 
in normal and surtaxes and $9,795,561,- 
149 in excess profits taxes. 

Miscellaneous internal revenue—taxes 
on furs, silver, tobacco, amusements, com- 
munications, auto use, and the like, and 
manufacturers’ excise taxes on autos, ra- 
dios, refrigerators,—came to $7,245,085,- 
925. Employment taxes—for social se- 
curity, railroad retirement, unemployment 
—totaled $1,750,619,608. 

Individuals and business in New York 
State paid nearly one-fifth of the amount 
which the Treasury collected in taxes and 
other revenue last year. 

Following New York, whose share was 
$8,304,914,720, next highest-paying States 
were Illinois, California, Pennsylvania, 
Ohio, Michigan, Massachusetts, New 
Jersey, Maryland and the District of Co- 
lumbia, Missouri and Texas in that order. 
The smallest amount came from Wyo- 
ming—$30,224,000. 


Progress from Retained Earnings 


Medium-size and smaller manufacturers have 
made greater financial progress out of the 
retained earnings measured by the percentage 
growth in tangible net worth and net working 
capital than “big business.” That is the find- 
ing of Roy A. Foulke, vice-president of Dun 
and Bradstreet, Inc. In his pamphlet “Expan- 
sion from Retained Earnings—1940-1944, 
Mr. Foulke limited his investigation to corpo 
rations with tangible net worth of less than 
$1,000,000 at the end of the fiscal year 1944. 

Figures on the large corporations compiled 
by the Securities and Exchange Commission 
reveal that the aggregate tangible net_worth 0 
1,076 large companies used in their tabula- 
tions for 1941 increased 5.1 per cent. over 
the corresponding total figure of the 1,055 
corporations used in 1940, the study added. 
This percentage increase, the pamphlet con- 
tinued, is somewhat less than one-half of the 
12.3 per cent. increase disclosed by the figures 
of the 1,785 medium and smaller manufac: 
turers used by Foulke for these same yeals. 
The increase in aggregate tangible net worth 
of large manufacturers between 1940-1942 was 
11 per cent., between 1940 and 1943, 15.3 pet 
cent. 
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Sounder, Simpler Paper Work Methods 
for these Major Functions 





Our two free booklets give all the details 


Everyone in business wants to get things done 
faster and more simply, if he doesn’t have to sac- 
rifice accuracy and control to do it. 

With Mimeograph* stencil duplication, paper 
work can be speeded up, streamlined. And at the 
same time, there is surer control all along the line. 

It is the flexibility of Mimeograph duplication 


and its easy-to-read, always-to-be-depended-on 


results that make this possible. 

To find out how Mimeograph duplication works 
in two major applications, send the coupon for our 
free booklets describing step-by-step procedures 
for handling 1) Purchasing, Receiving and Inspec- 
tion, and 2) Complete Production Control. 

Why not find out about these efficient new sys- 


tems now? It will be to your advantage. 


Mimeograph duplicator 


*MIMEOGRAPH is the trade-mark of A.B. Dick Company, Chicago, registered in the U.S. Patent Office 





COPYRIGHT, A. B. DICK COMPANY 


Material.” 
Ct “Production Control Paper Work”’ 


4. B. Dick Company, Dept. Q-446, 720 W. Jackson Blvd. 
Chicago 6, Illinois 


Please send me your free booklets: 
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Personal Notes About Controllers 











Mr. Charles A. Packard, a national director 
of the Controllers Institute, was recently ap- 
pointed vice president and controller of the 
Worthington-Gamon Meter Company of 
Newark, New Jersey. The firm is a subsidiary 
of Worthington Pump and Machinery Cor- 
poration of Harrison, New Jersey of which 
Mr. Packard is vice president and controller. 


Mr. John H. MacDonald, vice president of 
the National Broadcasting Company, and a 
member of the Controllers Institute of Amer- 
ica, delivered an address on “Top Manage- 
ment Appraises the Office” before a recent 
meeting of the American Management Asso- 
ciation in New York. 


Mr. C, L. Johnson, a member of the Con- 
trollers Institute of America, was recently 
elected treasurer and secretary of the Hat 
Corporation of America. Mr. Johnson previ- 
ously held the post of assistant Treasurer and 
assistant Secretary in the company. 


Mr. D. K. Van Cleef, was elected vice pres- 
ident of the L. C. Smith & Corona Typewrit- 
ers Inc., Syracuse, New York, at a recent 
meeting of the board of directors of the 
Company. A member of The Institute, Mr. 
Van Cleef, had previously held the title of 
Controller. 


Mr. Ed C. Hands, controller of Ben E. 
Keith Company, Fort Worth, Texas, has 
joined with a group of Fort Worth business 
men in the formation of Southwest Cold-Air 
Incorporated, which holds the Texas fran- 
chise as distributors for the ‘““Coldaire” freez- 
ers manufactured by Kellett Aircraft Corpo- 
ration of Philadelphia. Mr. Hands, a charter 
member of the Dallas Control of The Insti- 
tute, will hold the position of controller and 
secretary of the new corporation, and will 
maintain his full time affiliation with the Ben 
E. Keith Company. 


Mr. C. Donald Peet, who formerly held the 
position of assistant chief accounting and fi- 
nancial officer of Missouri Pacific Railroad 
Company, St. Louis, has been promoted to chief 
accounting and financial officer. Mr. Peet has 
been a member of The Institute since June, 
1943. 


Mr, Russell M. Riggins, comptroller of 
Parke, Davis and Company, Detroit, Michi- 
gan, and a member of the Controllers Insti- 
tute of America, presented a paper on “Stand- 
ards as an Important Control of the Comp- 
troller,” at the February 20 meeting of the 
Tulsa, Oklahoma chapter of the National 
Association of Cost Accountants. 


Election of Mr. William C. Miller as treas- 
urer of Industrial Rayon Corporation, was an- 
nounced in January. Mr. Miller who joined 
the corporation in 1939 as assistant comptrol- 
ler succeeded Mr. D. S. Mallory, treasurer 
of the company for the past twenty years. 
Holder of The Institute’s certificate number 
1563, Mr. Miller is Assistant Secretary of the 
Cleveland Control of The Institute. He 
served as assistant secretary and assistant 
treasurer of Industrial Rayon Corporation 
for the past three years. Mr. Mallory, whom 
he succeeds, is also a member of the Control- 
lers Institute of America by virtue of election 
in October, 1940. 


Mr. Franzy Eakin, vice president of the A. 
E. Staley Manufacturing Company, Decatur, 


Illinois, and a member of the Controllers In- 


stitute, called for the development of an eco- 
nomic Congress as the only solution to the 
nation’s labor-management problems in an 
address, on March 8, before the Labor Rela- 
tions Council of Chambers of Commerce, in 
Chicago. The United Press reported Mr, Ea- 
kin as desiring a Congress similar to the Con- 
stitutional Convention of 160 years ago, 
which “can today, through earnest work, 


based on economic accounting find compro- 
mises that can be written into an economic 
constitution that will establish order in place 
of the economic chaos now existent.” 


Mr. Fred Mohrhardt, a member of the Cop. 
trollers Institute, has been elected treasurer of 
Paramount Pictures, Inc., to succeed the fate 
Walter B. Cokell. As treasurer, Mr. Mohrhardt 
will also perform the duties of controller. 








An Announcement of Special Interest to 
Far-West Controllers and Financial Officers: 


PACIFIC COAST CONFERENCE 
of the 


Controllers Institute of America 


will be held in 


SAN FRANCISCO 


HOTEL ST. FRANCES 


on 


JUNE 8-9, 1946 


under the auspices of the 


San Francisco Control 


Program and Other Details Will Be Released 


as Soon as Possible. 


Mark Your Calendar Now for This First Postwar 
PACIFIC COAST CONFERENCE 




















The Controller, April, 1946 








——_—— 


-Ompro- 
Onomic 
in place 


he Con- 
surer of 
the late 
yhrhardt 
ler. 











MERTENS 


On the Law of Federal Income Taxation 


By JACOB MERTENS, JR. 
of the New York Bar 


12 Volumes including 1946 Cumulative Pocket Parts - Price $140.00 


A complete restatement of the entire field of federal income and excess profits tax- 
ation—directing you instantly to the applicable provisions of the law and the inter- 
pretations and constructions which have been placed upon them both administratively 
and judicially. 


—presenting the quickest way of finding the law, and the only way of finding all 
the law weighed personally by an expert in this field as to relevancy and importance. 


—giving you that peace of mind that no other means of research will give—the 
certainty that you have not overlooked other decisions in point. 


Kept constantly to date by a monthly pamphlet service which cumulates into a 
single issue every third month. The set is also brought to date annually by supple- 
mental pocket parts which fit into and become a part of each book. Therefore, for 
the latest word on the subject you simply follow the section, page and note number 
of the original text into the pocket part of the particular volume and down to the 
latest issue. 


In other words, you do not buy a new set annually. Your original investment is 
permanent. You have no filing problem, no intermediate indexes or complicated new 
numbers to note and remember. The full picture is carried forward for you from 
year to year as it unfolds and develops right down to the first of each month. It is 
not necessary to find or borrow volumes or worry about discarded material when 
your problem relates to a refund or deficiency assessment involving the law of a prior 
year; the Mertens Service, by cumulation instead of substitution and discarding, saves ° 
that law for you. It keeps the ENTIRE law always available in a single service, and 
always to date within your own current reading knowledge. 


The charge for the year’s service including Pocket Parts (July 1946 to July 1947) is $35.00, payable in advance. 


CALLAGHAN & COMPANY 
401 East Ohio Street Chicago 11, Dlinois 
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MEETINGS OF CONTROLS 











ATLANTA 
Topic: LABOR AND PERSONNEL 
A timely subject “Labor and Personnel 
Problems” was discussed by Mr. W. Greer 
Witcher, personnel manager of Cluett Pea- 
body and Company, at the March 26 meeting 
of the Atlanta Control at the Piedmont 
Hotel. 


For its February 26 dinner meeting, the 
Atlanta Control featured a talk by Mr. E. W. 
Gottenstrater, of the auditing firm of Morton 
and Gottenstrater who spoke on “Current 
Tax Trends.” The meeting was held at the 
Piedmont Hotel. 


BALTIMORE 
Topic: WAGE INCENTIVES 


For its March 13 dinner meeting, the Balti- 
more Control featured a presentation by Mr. 
William J. Biehl, partner of Fry, Lawson and 
Company, consulting management engineers, 
who discussed “Keeping Wage Incentives 
Postwar.” The meeting was held at the Lord 
Baltimore Hotel. 


BIRMINGHAM 
Topic: WAGE-PRICE POLICIES 


The March 7 dinner meeting of the Bir- 
mingham Control was conducted in the form 
of a round table discussion and was restricted 
to members only. Mr. John Pugsley, presi- 
dent of the Control, acted as discussion leader 
on the “Effect of Wage-Price Policies on our 
Businesses,” and gave the members authori- 
tative information. The meeting was held at 
the Tutwiler Hotel. 


BOSTON 
Topic: FORECASTING 
Economist and electrical engineer, Mr. 
Frank D. Newbury, vice president of West- 
inghouse Electric Corporation, Pittsburgh, 
was the guest speaker at the March 12 dinner 
meeting of the Boston Control, which was 
held at the Copley Square Hotel. The subject 
he presented for discussion was “Company 
Forecasting.” 
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BRIDGEPORT 
Topic: CONTROLLERSHIP 
“Some Things a Controller Should Think 
About” were considered at the March 6 din- 
ner meeting of the Bridgeport Control, which 
was held in New Haven, Connecticut. The 
speaker was Mr. Robert S. Binkerd, vice pres- 
ident of Prentice-Hall Inc. 


CHATTANOOGA 
Topic: CARRY-BACKS 
The March 5 dinner meeting of the Chatta- 
nooga Control, held at the Read House, was 
conducted in the form of a round table dis- 
cussion which Mr. Marion W. Morris led. 
The subject which the members considered 
was “Carry-backs and Carry-overs.” 


CHICAGO 
Topic: INDUSTRY 
Mr. James W. Irwin, senior partner of 
James W. Irwin, and Associates of New York, 
was the guest speaker at the March 26 din- 
ner meeting of the Chicago Control, con- 
ducted at the Union League Club. With a 
thorough and varied background dealing with 
advertising, public relations, publication, in- 
dustrial and: labor relations and personnel ad- 
ministration, Mr. Irwin is currently co-author- 
ing a book on industrial and public relations 
to be published soon by the McGraw-Hill Book 
Company. 


CINCINNATI 
Topic: WAREHOUSING 
The Cincinnati Control featured a talk by 
Mr. Robert L. Gordon, vice-president of Law- 
rence Warehouse Company, New York, who 
spoke on “Warehousing’s Role in Postwar 
Inventory Financing,” at the March 12 dinner 
meeting, which was held at the Hotel Alms. 
Mr. Gordon, who wrote an article for “The 
Controller” on this same subject (October, 
1945) is a well-known authority in this field 
and has addressed audiences from coast to 
coast, as well as being a regular contributor 
to a number of the country’s banking and fi- 
nancial publications. 


CLEVELAND 
Topic: ECONOMIC TRENDS 


The program, “Economic Trends,’”’ has been 
an annual event since the Cleveland Control 
was organized, and the popularity among mem- 
bers is attested to by the fact that it stood 
close to the top in the program poll conducted 
by the Control. Mr. David C. Elliott, who 
presented a discussion of this subject at the 
March 19 meeting of the Clevelaand Control 
at the Cleveland Hotel, was Chief of the Sta- 
tistical and Economic Division of the Recon- 
struction Finance Corporation in Washing- 
ton since 1932 and prior to that post, was 
in the statistical department of various banks. 


A special educational meeting on control- 
lership was featured at the February 26 din- 
ner meeting of the Cleveland Control at the 
Cleveland Hotel. The meeting was conducted 
in a form of a panel discussion at which spe- 
cific questions were considered. Mr. William 
Brown, Chairman of the Education Committee 
of the Cleveland Control, led this discussion. 


DAYTON 


Topic: CONTROLLERSHIP 


Mr. Paul Haase, assistant secretary of the 
Controllers Institute of America, was the 





guest speaker at the March 14 dinner meet. 
ing of the Dayton Control, held at the Van 
Cleve Hotel. Although his subject was “The 
Place of the Controller’s Office in the Busi. 
ness Organization,” Mr. Haase did not pre. 
sent it as an academic discussion, but rather 
as a symposium of facts and material gathered 
by him in similar forum discussions with a 
number of other Controls. An open floor dis. 
cussion followed, in which the members had 
an opportunity to exchange opinions and 
views. Since this meeting was a part of The 
Institute’s educational program, deans of the 
local universities and colleges were invited, 


DISTRICT OF COLUMBIA 
Topic: SOCIAL SECURITY 


Mr. Leonard J. Calhoun, of the firm of Mor- 
gan and Calhoun, spoke on ‘Proposed New 
Social Security Legislation,’ at the March 26 
dinner meeting of the District of Columbia 
Control, held at the Carlton Hotel. In addition 
to his law practice, Mr. Calhoun is presently 
acting as social security consultant to the 
House Committee on Ways and Means which 
is now considering proposed new social se- 
curity legislation. 


HARTFORD 
Topic: POSTWAR ACCOUNTING 


The reconversion ta a civilian basis of op- 
eration prompted the Hartford Control to de- 
vote the March 21 meeting to a discussion of 
“Trends and Problems of Postwar Account- 
ing.” The meeting was conducted at the Elm 
Tree Inn and was in the form of a round table 
discussion, for which Mr. Herman A. Papen- 
foth, acted as discussion leader. 


A visit to the Fuller Brush Company plant 
in Hartford marked the occasion of the Feb- 
ruary 14 dinner meeting of the Hartford Con- 
trol. The Fuller Brush Company provided 
guides to explain the plant operations, and 
questions were answered by authoritative per- 
sons. Following the tour, moving pictures. 
were shown. Upon completion of the pro- 
gram, dinner was served at the Indian Hill 
Country Club, after which a round table dis- 
cussion on subjects of interest to. members 
was featured. 


HOUSTON 
Topic: PENSION PLANS 
“Present Trend in Pension Plans and Pro- 

posed Social Security Legislation” was the sub- 

ject presented for discussion at the March 26 

dinner meeting of the Houston Control. The 

meeting which was held at the Y.M.CA, 
featured a talk by Mr. Loren D. Stork, of the 

Connecticut Mutual Life Insurance Company. 

In addition, approximately seventy-five mem- 

bers from the C.P.A. group were invited as 

guests of the Houston Control. 


KANSAS CITY 
Topic: REPORTS 
Because of the timeliness of the subject, 
the Kansas City Control conducted a meeting 
based on “Reports to Top Management,” on 
March 11th, which was restricted to members 
only. Mr. S. C. Kelly, controller of Western 
Auto Supply Company, acted as discussion 
leader. 


LOS ANGELES 
Topic: SHIPPING 


Mr. C. S. Booth, assistant general freight 
manager of Matson Navigation Company, an 
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PROMOTING THE GOOD HEALTH 


AND INCREASING THE EFFICIENCY 
OF YOUR EMPLOYEES 


The Employee’s Problem 


@ The worker’s income stops when he is dis- 
abled by accident or disease. The expense of 
medical attention, with hospitalization and a 
surgical operation often required—all in addi- 
tion to the increased cost of living—becomes 
an immediate drain upon his savings, if any. 
Distress often is not far off. 


Many employees face this problem. Insurance 
statistics show that: 


1 out of 7 workers are disabled for more than 
one week each year. 


85 per cent of this disability is caused by 
sickness and 15 per cent by accident, mostly 
non-occupational. 


Accidents also figure importantly in the 
deaths of employees, 1 out of every 8 deaths 
resulting from an accident, with non-occupa- 
tional fatalities predominating. 


In the nation as a whole, 1 person out of 
every 14 receives hospital care each year. Many 
more need this care. 


The average period of hospitalization in re- 
cent years was 12 days. 


One-third of the illnesses of employees in- 
sured by The Equitable require hospitalization, 
and for a majority of hospitalized employees 
surgical treatment is necessary. The propor- 
tions among employees’ dependents are even 
greater. 


| 


The Employer’s Solution 


@ At small cost, a company may remvuve from 
the minds of its employees worry over the 
hazards of accident and sickness, the loss of 
the pay envelope during disability, and their 
inability to pay normal charges by physician, 
surgeor, and hospital. 


The remedy may be provided by company plans 
of: 
Group Accident and Sickness Insurance. 


Weekly benefit to a maximum of $40, depend- 
ing on number of eligible employees in group. 


Group Accidental Death and Dismember- 
ment Insurance. To a maximum of $10,000. 


* Group Hospital Expense Insurance. Up to 
$8 a day for hospital room and board charges, 
plus reimbursement for other hospital charges. 


* Group Surgical Benefits. Maximum of $150 
as reimbursement for surgical operations dur- 
ing any one disability. 


* Group Medical Expense Insurance. Reim- 
bursement of $2 for each visit by employee to 
physician at office or hospital, or $3 for each 
visit by him to employee’s home. Also benefits 
for laboratory and X-ray examinations. 


A disabled employee who receives benefits 
under these Group coverages is able to return 
to work in better physical condition, free from 
worry over doctors’, surgeons’ and hospital bills. 


*Also available to employees’ dependents. 


A healthy employee free from worry is a better, more efficient employee. Recognizing this, many 
companies pay the entire cost of the Group coverages mentioned. When the premiums are shared by 
the company and its personnel, the cost to the company would be only a few cents a day per employee. 


THE EQUITABLE LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 
THE FIRST GROUP INSURANCE COMPANY 


Tuomas I. Parkinson, President 


393 Seventh Avenue, New York 1, N. Y. 


Listen to The Equitable’s ‘‘THIS IS YOUR FBI” every Friday evening over the 


American Broadcasting System, 8:30, E.T.; 7:30, C.T.; 6:30, M.T.; 8:30, P.T. 
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associated with the steamship business for 
twenty-three years, three of which he spent as 
head of all operations of the Matson Naviga- 
tion Company in Australia, during the war, 
spoke on “The Outlook for Pacific and Inter- 
coastal Shipping” at the March 21 dinner 
meeting of the Los Angeles Control, held at 
the Hotel Clark. A period of questions and 
answers followed the discussion. 


LOUISVILLE 
Topic: CONTROLLERSHIP 
For its February 27 dinner meeting, which 
was held at the Kentucky Hotel, the Louis- 
ville Control devoted this session to a discus- 
sion of the education bulletin which Dr. Ed- 
ward B. Logan, The Institute’s Educational 
Research Director developed entitled, “The 
Place of the Controller's Office in the Business 
Organization.” Each member was called upon 
to outline his duties and his authority. 


MILWAUKEE 
Topic: POSTWAR PRODUCTS 
Mr. Russell E. Oakes, a director of re- 
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search for a number of years, spoke on “Post- 
war Products with a Punch” at the March 12 
dinner meeting of the Milwaukee Control at 
the Schlitz Brown Bottle Club Rooms. When 
other manufacturers were reluctant to pro- 
ceed with the development of civilian goods, 
Mr. Oakes began to develop models of many 
revolutionary products in his own workshop 
for the postwar market. The models were 
demonstrated and placed on display at the 
meeting. 


MILWAUKEE 
Topic: INVENTORY PRICING 


For its monthly dinner meeting, the Mil- 
waukee Control presented a discussion by Mr. 
Maurice H. Stans, certified public accountant 
of New York, Ohio, Illinois and Wisconsin, 
and senior partner of Alexander Grant and 
Company, on “Inventory Pricing”, at the Wis- 
consin Club on February12. 


NEW YORK CITY 
Topic: INTERNAL CONTROL 


Two speakers were featured at the New 
York City Control dinner meeting on March 
14 at the Hotel New Yorker—Mr, Victor Z. 
Brink, of Continental Industries, Inc., and 
Mr. Maurice Peloubet, partner of Pogson, 
Peloubet and Company, who spoke on “In- 
ternal Control and Internal Auditing—from 
the Standpoint of the Company and the In- 
dependent Public Accountant.” 

A special educational meeting was spon- 
sored by the New York City Control on 
March 1, at the Shelton Hotel. Dr. Edward 
B. Logan, The Institute’s educational re- 
search director discussed “The Place of the 
Controller’s Office in the Business Organiza- 
tion.” A number of deans and educators con- 
nected with colleges and universities in the 
New York area participated in the meeting, 
which was developed by the local Control’s 
committee on education, of which Mr. Lester 
W. Field, of Wilcox and Gibbs Sewing Ma- 
chine Company, is chairman. 


PHILADELPHIA 
Topic: EDUCATION 
The Education Committee of the Philadel. 
phia Control sponsored the regular meeting 
on March 7th at the Warwick Hotel. ‘The 
Place of the Controller's Office in the Busi- 
ness World” was the topic discussed and Dr. 
Edward B. Logan, The Institute’s Educational 
Research Director and Budget Secretary of 
the Governor's Office, Harrisburg, Pennsyl- 
vania, addressed the members. Dr. Arthur 
Cameron, associate professor of accounting, 
Wharton School, University of Pennsylvania, 
was the other featured speaker. 


PITTSBURGH 
Topic: EDUCATION 
Recently appointed Provost of Carnegie In- 
stitute of Technology, Mr. Elliott D. Smith, 
gave a talk on “Higher Education for In- 
dustry in a Free Society” at the March 18 din- 
ner meeting of the Pittsburgh Control. Mr. 
Smith formerly served as Personnel Manager 
for the Dennison Manufacturing Company. 


PORTLAND 
Topic: WAGE INCENTIVES 
A discussion on “Wage Incentives’ by Mr. 
James R. Keyes, staff member of the San Fran- 
cisco office of George S. May Company, was 
featured at the March 15 dinner meeting of 
the Portland Control, which was held at the 
Heathman Hotel. 


ROCHESTER 
Topic: CONTROLLERSHIP 
Dr. Thomas H. Carroll, Dean, College of 
Business Administration, Syracuse University, 








presented a discussion on “An Educator Looks 
at the Controller” at the February 27 dinner 
meeting of the Rochester Control at the Shera. 
ton Hotel. Mr. Joseph J. Myler, chairman of 
the Education Committee of the Control, acted 
as discussion leader. 


SAN FRANCISCO 
Topic: BUDGETs 


A round table meeting devoted to a discys. 
sion ‘Budget Control’ by Mr. Lloyd R. Boling 
was featured at the March 21 dinner meeting 
of the San Francisco Control, which was fol. 
lowed by a question and answer period. The 
members of the Control discussed plans and 
arrangements in connection with the forthcom. 
ing Pacific Coast Conference of four Pacific 
Coast Controls on June 8th. 


SPRINGFIELD 
Topic: WAREHOUSING 


“Warehousing’s Role in Postwar Inventory 
Financing” was the subject discussed at the 
March 19 meeting of Springfield Control, held 
at the Sheraton Hotel. The speaker for the oc. 
casion was Mr. Allen Potter, district manager 
of the Lawrence Warehouse Company, New 
England District, and vice president of the 
Lawrence Warehouse Company of Massachu- 
setts. 


ST. LOUIS 

Topic: CONTROLLERSHIP EDUCATION 

In conformance with a request of the Na- 
tional Committee on Education, the St. Louis 
Control devoted its March 26 meeting which 
was held at the Hotel Statler, to a discussion 
on controllership education. Members of the 
education committee for the St. Louis Control 
(of which Mr. W. L. Meyer is chairman) 
participated in the presentation, which was 
restricted to members only. 


SYRACUSE 
EXECUTIVES NIGHT 
The March 19 meeting of the Syracuse 
Control was devoted to Executives Night. 
Each member of the Control was asked to 
invite his president and other top executive 
of his company to attend the important meet- 
ing. In addition, Mr. H. Paul Nelligan, pres- 
ident of Easy Washing Machine Corporation, 
discussed subjects of current interest. 


TOLEDO 
Topic: INCOME TAX 
Mr. Ronald Gregg, a member of the To- 
ledo Tax Department and an authority on 
municipal affairs, presented an interesting 
talk on “Toledo Income Tax,” at the March 
14 dinner meeting of the Toledo Control, 
which was conducted at the Hotel Secor. 
This subject was of particular interest to the 
members, since it affected them directly. 


TWIN CITIES 
Topic: CONTROLLERSHP 
Mr. Arthur R. Tucker, managing director 
of the Controllers Institute of America, was 
the guest speaker at the monthly dinner meet: 
ing of the Twin Cities Control on March 5, 
in the St, Paul Athletic Club. The subject Mt. 
Tucker discussed was ‘“‘Controllership, 
which was subsequently followed by a fo 
table discussion led by George H. Hess, Jt 


WESTERN MICHIGAN 
Topic: LABOR TRENDS 
Mr. Fred Grimm gave a very imformative 
discussion on “Labor Trends” at the March 
6 dinner meeting of the Western i 
Control at the Warm Friend Tavern. A labor 
relations consultant for many years in some 
of the largest firms in Western Michigan, M. 
Grimm’s presentation was both timely and it 
teresting. 
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However, the majority of the medium 
sized and small companies use outside 
consultants, while a great many large 
companies likewise use highly quali- 
fied outside consultants because they 
have found the prestige carried by 
such men makes it worthwhile. Then, 
too, men from outside the firm create 
less suspicion on the part of labor. 


. The process of Job Valuation must, of 


course, be preceded by a soundly con- 
ceived, basic Job Analysis Program. 
What should management expect as 
the results of a job valuation pro- 
gram? Valuation of jobs may be ex- 
pected to accomplish the following 
results: 


. Management will be able to measure 


all jobs against a common yardstick 
so that the relative worth of each job 
may be readily determined. 


. Those jobs where the wages are too 


high for the work being performed 
will be brought to light. 


. Those jobs where the wages are too 


low for the demands of the jobs will 
be corrected. 


. The evil of paying beginners far too 


little, for the work which is required 
of them, will be eliminated. 


. The payment of widely varying rates 


for the same, or closely comparable 
jobs may be prevented. 


After all jobs have been rated, they 


should be plotted against the standard 
rate curve. Many rates will be found 
slightly out of line with the new. stand- 
ard, some markedly. It is a simple mat- 
ter to adjust upward those below the 
curve. 


Frequency of Ratings 


Continuing process unless standard un- 


varying process. 
What Jobs Should Be Evaluated? 


All of them. 


Determination of Who Is To Do the 


Evaluation 
Normally the Personnel Department in 


cooperation with line executives or Wage 
and Salary Division, but this will depend 
on the individual company. 


Determination of Policies Regarding Use 


of Results 
In initiating a job-evaluation program, 


each firm must determine the particular 
combination of objectives sought and de- 
sign its system accordingly. The primary 
objective of al] programs is to determine 
fair and equitable rates of pay. In addi- | 
tion, the system may be designed to pro- 
duce the following: 


E 


Information useful in the selection and 
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tions) . 

2. Information useful in negotiating pay 
adjustments with union officials and 
others. 

3. Information useful in guiding the rat- 
ing of employee performance. 

4. A basis for coordination with merit- 
rating systems to indicate advanced 
jobs which an employee is qualified to 
fill. 

5. Information for development of stand- 
ard practice instructions, work man- 
uals, bench, and desk manuals. 

6. A means of familiarizing supervisors 
with work expected of subordinates. 
(Supervisors are forced to study jobs 
for which they are responsible.) 

7. Disclosure of unnecessary routine, red 
tape, and duplication of effort. 

8. A basis for improved organization of 
personnel, and division of authority 
and responsibility. 

9. A system useful in budgetary control 
of wage and salary matters. 


SUMMARY OF PRINCIPLES 


Job evaluation has to do with jobs and 
not men. It is a method for determining 
the relative worth of each job. This job 
worth is that portion of the total wage 
or salary which is paid for the occupa- 
tional requirements and is known as the 
base rate. 

The results to be expected from any 
job-evaluation plan are: 


1. A complete, accurate, and impersonal 
description of all classes of work 
within the plant will have been ob- 
tained. 


2. The relative value of all jobs within 
the plant will be known. 


3. Lines of organization, responsibility, 
and channels of authority will be 
more clear. 


4. Job information in convenient form 
for the use of the employment office, 
in deciding both initial employment 
and transfer possibilities, will be 
available. 


5. Fair maximum and minimum job pay 
rates will be known. 


6. Wage and salary adjustments will be 
facilitated, and inequalities in pay- 
ment will become obvious. 

7. A basis of comparison when check- 
ing company wages and salaries with 
those paid generally for the same kind 
of work in the community or indus- 
try will have been realized. 


8. Employee ambition will be stimulated 
because of recognition of merit and 
promotion to positions of larger re- 
sponsibilities on this basis. 


9. Job evaluation will facilitate setting 
lines of job progression so that when 


placement of employees (job specifica- — 





an employee attains a job of high 


responsibility his experience and 
bade round will be as rounded 4s 
possible. 

10. It will furnish a basis for training 
employees for greater efficiency and 
for positions of greater responsibility, 


Job valuation information can be used 
advantageously by managers in al] manu. 
facturing industries regardless of size ot 
type. The small company manager and 
supervisor will find his judgment on 
pay matters enhanced by possessing 
knowledge of job valuation; while off. 
cials of medium-sized and large firms will 
find that Job Valuation is becoming an 
increasingly important factor throughout 
all industry. 


Strike Settlements by 
Compulsion Disliked 


Compulsion as the solution of labor 
difficulties is unworkable because both la- 
bor and employers are fearful of the kind 
of settlements statutory intervention by 
the government will produce. Dr. Leo 
Wolman declared at the mid-winter con- 
ference of the Trust Division, American 
Bankers Assn., in the Waldorf Astoria. 
Professor of economics at Columbia Uni- 
versity, he contended that one cause of 
trouble is the general state of our labor 
law and the way it is administered. 

“Since 1933,” he said, “we have gone 
so far in conferring rights and privileges 
upon organized labor that it is hard today 
to think of any responsibilities and te- 
strains to which labor unions are subject. 
Granting the right of collective bargain- 
ing should not mean that the beneficiaries 
of that right are above and beyond the 
law. Yet that is about what has hap- 
pened.” 

Government intervention at intervals 
has simply led to helplessness on the patt 
of local authorities, Dr. Wolman said. 
“Hence we have mass-picketing, the clos- 
ing of plants and buildings to owners, 
managers and employees not on strike, 
general strikes as in Stamford, boycotts, 
sympathetic strikes and the like. Allowing 
freedom of action on such a scale is an 
open invitation to strike.” 

The chief cause of “this state of law- 
lessness,” he continued, arises from “the 
unlimited powers that we have bestowed 
upon administrative agencies, such as the 
National Labor Relations Board. 

“As long as such boards are free from 
any effective restraint or review, there 's 
no point in rewriting the Wagner act of 
any other labor Jaw,” he maintained. 

Holding prices while pay rolls at 
boosted is impossible, Dr. Wolman 
added. Pointing out that the pay roll 1s 
the largest element of cost, he said that if 
the pay roll is raised 10, 15 or 20 pe 
cent. “there is no way out but to false 
prices.” 
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Controller 


CPA and member of A.I.A., ten years pub- 
lic accounting, formerly supervisor for national 
firm, six and one half years industrial. Pres- 
ently executive officer with rank of Commander 
in Naval activity having personnel of 250 en- 
gaged in procurement cost finding. Three and 
one half years service. Has proven executive, 
organizational and administrative ability, well 
founded in accounting, good personality, ex- 
ceptional character, married, two children, 
gentile, near 40. Permanent connection with 
future as executive or controller desired in pri- 
vate industry. Salary not sole consideration, 
but important. Will be available after May 15. 
Responses confidential. Address: Box 581, THE 
CONTROLLER, One East 42nd Street, New 
York 17, N. Y. 








OBITUARY | 


WRAY W. BRADSHAW 


After a month’s illness, Wray W. Bradshaw, 
45, died on March 14 at his home in Detroit. 
A member of the Controllers Institute and 
active in the Detroit Control of The Institute, 
Mr. Bradshaw served as assistant treasurer -and 
special assistant to the board chairman of the 
Parker Rust Proof Company and was asso- 
ciated with the Parker Company for fifteen 
years. He was also a partner in Parker Rust 
Proof of Cleveland, as well as a member of 
Acacia Lodge, F. & A. M. of Hamilton, On- 
tario, and the Recess Club of Detroit. He 
leaves his widow, Mrs. Catherine S. Bradshaw, 
two daughters, a sister and two brothers. 
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Incentive Taxes Explained 


Answers to questions about the Incentive 
Income Tax Bill introduced on January 30, 
1946, as HR-5293, by Congressman Herman B. 
Eberharter of Pennsylvania, are compiled in a 
booklet recently released by Frank Wilbur Main 
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of Main and Company, Certified Public Ac- 
countants, Pittsburgh. Mr. Main is the author 
of the Incentive Income Tax Plan on which 
the proposed legislation is based, and addi- 
tional copies of the folder are available by 
addressing him at: First National Bank Build- 
ing, Pittsburgh 22, Pennsylvania. 





For your final authority, check with... . 


MONTGOMERY'S 
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Corporations 1945-46 


| cinwogm getting leads to reviewing your han- 

dling of particular problems, here in 
this 1945-46 issue is the help you want on 
corporation taxes in amy company, of what- 
ever size. You get down-to-earth advice 
fundamental to seeing a company’s tax posi- 
tion and determining .its tax strategy—explicit 
counsel on WHAT TO DO founded in ex- 
perience of a nationally known organization 
of accountants. 

Montgomery’s manual clarifies your hard 
problems in a way nothing else does. It an- 
ticipates the difficulties you meet in individual 
situations ; helps you elect and follow through 


the course best suited to company needs. 
Standard since 1917. Get your copy now. 
“Best books on subject. . . ”—T. N. Tar- 
leau, Willkie, Owen, Otis, Farr & Gallagher, 
New York. 

“We make your books our first call... ?’— 
Counsel for Large Oil Company. 

. . . they are kept handy for continual use.” 
—A. W. Hauge, General Auditor, Olin In- 
dustries, Inc. 

“Nothing else quite takes their place. I am con- 
tinually using them.’ —H. B. Fernald, Loomis, 
Suffern & Fernald, New York. 2 yol., $15 


The Ronald Press Company, Publishers 
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New York 10, N.Y. 

















EMBEZZLEMENT and INTERNAL CONTROL 


This book will assist the Executive in combating the rising tide of losses caused by embezzle- 
ment and other irregularities. 


Actual cases are described in which corporations and associations have been victimized out of 
thousands of dollars; and the corrective procedures suggested by the auditors are clearly outlined. 


The twenty-seven chapters cover a wide yariety of subjects—applicable to every type of corpo- 


ration or other activity: 


Internal Control—Petty Cash—Cash Sales—Cash and 
Bank Checks—Reconcilement of Bank Statements 
with Your Ledger Account—Check Protection— 
Postage—Customers’ Accounts Receivable—Em- 
ployees’ Accounts Receivable—Payrolls—Purchasing 
Department—Warehouse Department and Inventory 
—Purchase Invoices—Allowances 





By ALBERT E. KELLER 
Certified Public Accountant 


to Customers— 


$3.00 


At your bookstore or mailed direct by 


WARNER-ARMS PUBLISHING CO., 1232 Ninth Street, N.W., Washington 1, D. C. 


Cash Discounts Allowed—Scrap Material, Waste, Etc. 
—Capital Stock Certificates—Mechanical Protective 
Equipment—Safe Deposit 
Special Investigation for Purchaser—Night Work— 
Outside Activities of Officers and Employees— 
Graphic Charts—Amateur Audits—Surety Bonds— 
Internal Audit Department. 
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Pension and Profit-Sharing Plans 
Need Overhauling 


Three out of four existing pensions and 
deferred accumulation-type of profit shar- 
ing plans need overhauling today because 
they do not meet current needs, accord- 
ing to Meyer M. Goldstein, director of 
Pension Planning Company, New York. 
Mr.: Golstein’s views are expressed in a 
pamphlet on this subject recently re- 
leased by American Management Asso- 
ciation. Among the reasons cited by the 
author for pension planning overhauling, 
is the need of considering increased bene- 
fits because of higher living costs, in- 
creased membership because over one- 
fourth of the current plans exclude from 

*80 to 99 per cent. of employees from 
membership, adjustment of costs because 
they are too low in some directions and 
too high in others, and adjustment of 
funding methods by getting rid of retire- 
ment annuities or retirement insurance 
policies which currently represent about 
one-half of the pension plans. 

The best method of overhauling at 
least three out of four of existing de- 
ferred Section 165 (a) Internal Revenue 
Code type of profit-sharing plans, he 
writes, is to change them to pension plans 
because most of the major objectives of 
those employers can be better accom- 
plished through pension plans. 


RECAPITULATION RE PENSION PLANS 


A summary of the statements on the 
subject of overhauling existing pension 
plans are: 


1. Seventy-five per cent. of existing pen- 
sion plans need current overhauling 
because they don’t meet employers’ 
postwar problems. 

. An employer only has three choices in 
dealing with superannuated employees: 
namely, to fire them, keep them on 
payroll, or pension them. 

. Pension plans are the best and most 
economical choice. 

. If benefits are inadequate, employees 
may be unable or unwilling to retire. 
Hence the employer’s superannuation 
problem may remain unsolved. 

. There are numerous areas of inade- 
quacy of benefits in existing pension 
plans. In addition, most plans tend 
to have relatively more members since 
the war ended. Consequently, employer 
costs will tend to increase—but these 
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can be offset in whole or in part by 
savings in other directions. Such offset 
savings come from increased employee 
contributions and from savings in su- 
perannuation payroll costs, reduction 
of waste, inefficiency, turnover and 
strikes. In addition, existing pension 
plans can often be amended to reduce 
costs in other directions, by reducing 
death or severance vested rights. For 
example, such potential savings are 
generally greatest in overhauling pen- 
sion plans that now use retirement in- 
come policies. 

. Employers’ pension plans should be 
flexible to permit employer contribu- 
tions to be geared to the business cy- 
cle. 

. For economy and flexibility, and for 
other reasons, the retirement income 
policy plan is generally unsuited to 
permanent, effective pension systems. 
Where such plans exist, they can be 
readily amended without sacrifice of 
existing values. 

. The best funding methods are self- 
administration or group annuities for 
pension benefits. If death benefits are 
desired, then term. or ordinary life 
policies are best. 


RECAPITULATION RE PROFIT-SHARING 
PLANS 


The writer emphasized that all of his 
statements on profit-sharing plans re- 
ferred to.the special type of deferred ac- 
cumaletien aap of profit-sharing plans 
such as qualify under Section 165 (a) of 
the Internal Revenue Code. In other 
words, he is not at all referring to the 
immediate distribution cash bonus type of 
profit-sharing plan. 

A summary of the views on overhaul- 
ing existing deferred profit-sharing plans 
are: 


1. Most profit-sharing plans in existence 
before World War II were of a type 
different from those which can qual- 
ify under Section 165 (a) of the In- 
ternal Revenue Code today. 

. Most of the existing profit-sharing 
plans were installed in the belief that 
they could be pretty much subject to 
the sole control and discretion of the 
board of directors. But the new “rules 
of the game” laid down by the Treas- 
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ury Department have made this impg 
sible. And as most of the existing Se 
tion 165 (a) Internal Revenue Cog 
type of profit-sharing pe were bo 
before the tax rules of the game weg 
known, such companies have had™ 
“bear by the tail” and have be 
either unable or unwilling to let g 
because of retroactive tax consequeng 

. There has not been sufficient time } 
test the effectiveness .of the type g 
profit-sharing plans which meet cup 
rent Treasury requirements. 4 

. While such profit-sharing plans may 
have suited employers during the ex. 
cess profits and wage stabilization 
era, they are generally unsuited to 
solve major management-labor rel. 
tions problems today. 

. Generally, profit-sharing plans for a 
good many years after establishment 
do not solve the superannuation prob. 
lem, or that of disabled employees, 
severed employees (especially those: 
with long periods of service) or pow 
vide adequate death benefits. By com 
trast a pension plan can be imme 
diately effective in solving these prob 
lems. Hence in most instances ef 
ployers would be better off if they 
merged such plans into effective pet 
sion plans. In some instances this 
means merging an existing pension 
plan and an existing profit-shatit 
plan into one consolidated effective 
pension system. In other cases it meaiis 
establishing a new tax-qualified pene 
sion plan into which the present a 
sets of the profit-sharing plan may be 
merged so that the pe plan, 
as such, may be abandoned withou 
any adverse retroactive tax liability i 
employer or employees. 4 

. Many employers established profit 
sharing plans through a mistaken n6 
tion that only in, that way they coul 
avoid what they erroneously though 
was a tax requirement of fixed annul 
premiums if .they established a pet 
sion plan. By contrast, a qualified $6 
tion 165 (a) pension plan can B 
established with adequate flexibility 0 
employer contributions throughout & 
business cycle with maximum ©Of 
tributions in peak years, average COs 
tributions in normal years, and ~ 
necessary, reduced or suspended con 
tributions during depression years. | 

* * * 

Hot céffee served free on the job redug 

absenteeism, accidents and labor turnove 


increases health and morale among empl®) 
ees, according to factory management $s 
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